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Ree eALITY BEHIND THE OUTER FORM OF MONEY 


BY PROFESSOR GUSTAV CASSEL 


Long experience has taught me that economic 
education should first and foremost aim at pen- 
etrating through the outer form of monetary 
phenomena into the concrete economic realities 
which lie behind them. The general public have 
in fact become so habituated to the monetary 
aspect of economic questions that their views 
on such matters are often extremely abstract and 
divorced from reality. This is particularly the 
case in regard to the economic affairs of the 
State. Money grants are voted and taxes are 
levied, or loans raised, to cover those grants 
without much concern about the substantial 
changes in the national economy which will 
thereby be entailed. 

This error is, of course, greatly intensified 
at times when State expenditure is on an extra- 
ordinary scale. When public expenditure in- 
creases at such an intensely rapid pace as is now 
the case both in belligerent and in neutral count- 
tries, we can no longer content ourselves with a 
budgetary policy which is limited to the voting 
of money, perhaps without even making it clear 
how this expenditure could be met. It will in 
fact be necessary to study the conformation of 
that national economy which is to constitute the 
real counterpart to the “monetary” economy of 
wartime. 

In time of war, or partial mobilization, labour, 
as well as other factors of production, will be 
called into requisition on a very large scale for 
military service and military equipment. In such 
circumstances everything possible should, of 
course, be done to increase the productive forces 
and to utilize them more effectively, so as to 
obyiate too drastic restrictions on the normal 
supply of goods to the civilian population. Even 
if we should succeed much better in accomplishing 
this object than most States have hitherto done, 
we must in any case reckon with the necessity 
of a reduction in the national standard of living. 
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People naturally shrink from giving serious 
consideration to such an unpleasant matter and 
dally with the idea that this reduction might at 
any rate be confined to the economy of the well- 
to-do. Such economies, however, would mot 
carry us very far, especially in a democratic 
country with a tolerably fair distribution of in- 
come. In such countries the expenditure of the 
richer classes on luxuries is, relatively speaking, 
so small that but little can be gained by reducing 
it, even rather drastically, and thus adopting 
restrictions which would seriously affect many 
people in small circumstances. In short, it is 
only by cutting down the standard of life of the 
masses that it will be possible to release sufficient 
productive forces for military purposes. It is 
necessary to familiarize the general public with 
this fact, so that they do not imagine that they 
can continue to live “as usual’. 

Any restriction on consumption naturally en- 
tails a decrease in the employment of certain 
workers and other factors of production. We 
must not allow ourselves to be alarmed at this 
consequence, nor be impelled thereby to take 
extraordinary measures for “the relief of 
unemployment”. The release of productive forces 
is in fact the very purpose of restrictions on 
consumption, and these restrictions will be mean- 
ingless if the productive forces thus released 
cannot immediately be utilized for military re- 
quirements. Hence a wartime economy makes 
very great demands on the economic adaptability 
of the nation. 4djustment to the new requirements 
is in fact the main problem of wartime economy. 
What are in fact usually regarded as problems 
of financial policy are in reality merely super- 
ficial indications of profound changes in the 
national economy. 

The most desirable adjustment is, as already 
indicated, an intensification of the total effi- 
ciency of the national economy. First and fore- 
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most the nation as a whole must work more. 
The best means of realizing this desideratum 
would be to introduce half-time national service 
for that numerous group of persons who could 
cope with such duties, but not with more. This 
group includes pensioners, who though maybe 
incapable of resuming whole-time service, could 
effectively work half-time. It comprises also 
numbers of women who, in spite of pressing 
domestic duties, could well spare a few hours a 
day for other work. It is strange that the im- 
portance of half-time service has not yet been 
realized, and that people have not yet understood 
what an immense increase in the volume of volun- 
tary labour might be secured by the nation in this 
way. In the second place a prolongation of the 
hours of work should be taken into consider- 
ation. Even an extension of the working day by 
merely half an hour would be a very valuable 
contribution to the new economy. In some special 
cases we have gone much further, but good 
economy should aim at a moderate extension of 
the working day all along the line. Something 
could be gained also by suppressing unnecessary 
holidays. Furthermore, holidays might be re- 
stricted to cases where full employment during 
the year renders them really necessary. 

In addition, production should be increased by 
an extensive rationalization of the whole work 
of the nation. Tentative efforts in this direction 
have indeed been made, but a great deal still 
remains to be done, and experts in the various 
branches of work should understand that in this 
regard they have an important mission to fulfil. 

Rationalization should not shrink from re- 
ductions or suppressions in fields where they 
can be effected without serious inconvenience to 
the public. An example in point is the suppres- 
sion of certain passenger trains and stricter 
economy in the replenishment of the rolling 
stock. In times of peace State institutions may 
take pride in first-rate equipment. In war time 
rigorous rationalization of the service must take 
precedence of such desiderata. 

This bring us to the second aspect of wartime 
economy, the cutting-down of consumption. In 
all quarters people are preaching retrenchment. 
But here too they are apt to confine themselves 


to monetary abstractions and shrink from recog- 
nizing the necessity of reductions in concrete 
cases. The State should lead the way in regard 
to real retrenchment. Budgetary expenditure for 
civilian purposes should be drastically cut down. 
Without such retrenchrhent it will not be possible 
to finance wartime expenditure. Moreover, when 
military expenditure on an extraordinary scale 
is recognized to be inevitable, this by no means 
signifies that rational economy in this field is 
unneccessary. On the contrary, it is of extreme 
importance, also from a military point of view, 
that each million voted for defence shall be 
put to the best possible use. Skilful management 
of military affairs thus involves economic capaci- 
ty for judging and balancing against each other 
the various desiderata which are being put for- 
ward. 

If the State itself must exercise the utmost 
economy, it must also refrain from subsidizing 
consumption and thus releasing private persons 
from the necessity of saving. The State has in 
fact no monies available for such a policy of 
subsidies and can provide them only by an in- 
flation of the currency, which involves a very 
arbitrary and unequal reduction of the purchasing 
power of private individuals. Moreover, the sub- 
sidizing of certain branches of consumption is, 
of course, the very reverse of the measures which 
should be taken by the State for its reduction, 
not only by taxation, but also by direct restrictions 
on the supply of utilities to the general public 
and, in the last resort by a system of ration 
cards. State economic policy can neither gain 
efficiency nor inspire confidence if it lacks inner 
cohesion, and if it is not the result of a well- 
coordinated plan. 

Private individuals must save both in order to 
be able to pay their taxes and to have money 
left for lending to the State. Saving must 
in short aim at transferring productive forces 
from the service of individuals to that of the 
State. Hence the best way in which individual 
saving can be encouraged is to convince the ge- 
neral public that the productive forces released 
will be rapidly and effectively employed in a 
manner serviceable for the national defence. 
To that end the capacity of the State for utilizing 
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free productive forces must be raised to a far 
higher standard than that to which we have 


hitherto been accustomed. 


Under normal conditions the entire national 
economy is, of course, regulated by the price 
structure. Its importance as a regulator both of 
production and consumption cannot be diminished 
by any wartime economy. A rise in the prices 
of particular goods should therefore not be pre- 
vented by artificial means. A rise of prices will, 
of course, retain its value as a means of enforcing 
the restriction of consumption and as an incentive 
towards increased production, or towards over- 
coming special difficulties in the way of the 
supply of goods. For example, if the price of 
fuel rises owing to higher initial costs, the factors 
which have caused this rise should indeed be 
counteracted in every possible way. But the 
consumption itself should not be encouraged by 
State subsidies intended to keep the price down. 
The same applies to freight rates of all kinds. 
Nor is it rational to endeavour to prevent a rise 
in the prices of special goods by means of 
maximum prices, the chief effect of which is that 
existing stocks will be sold off at the previous 
initial costs, whereupon the maximum prices will 
have to be raised on a level with the new costs. 
In the meantime the incentive towards a re- 
striction of consumption is being sapped. It is 
in fact a mistake to try and put a check on rises 
in the price of particular goods in order to 
prevent the rise of some average “index number”. 
Such a procedure is indicative of an arithmetical- 
statistical view of the problem of the general 
price level, which at bottom is of a purely mone- 
tary character. 

The fundamental cause of inflation is an 
artificial creation of purchasing power. It is 
this that “must be combated. If we succeed in 
this, a rise in the prices of individual goods 
would deprive the public of spending power for 
the satisfaction of other needs, and the necessary 
reduction of the standard of living would then 
be effected. The State should not release the 
public from the necessity of such a reduction by 
continuously infusing new spending power in the 
form of bank money created for the purpose. 
A system under which wages and salaries rise 


according to the increase in the cost of living 
is very prejudicial to the entire national economy, 
as it must always weaken resistance to inflation 
and prevent the natural adjustment of the 
standard of living to the reduced national sup- 
plies. 

In short, monetary economy should reflect as 
faithfully as possible the real economy. A more 
liberal monetary economy can merely result in 
forcing up the general price level, so that an 
equilibrium between the nominal spending power 
and the real supplies is nevertheless established. 

Indeed the entire national economy should 
aim at the continuous maintenance of such an 
equilibrium. It is not sufficient that State ex- 
penditure should be balanced by what the State 
can bring in by taxation and borrowing. At- 
tempts are sometimes made to evade the dif- 
ficulties of this balance by saddling private in- 
dividuals with expenditure which is considered 
necessary, but for which provision cannot be 
made in the State budget. If, for example, pri- 
vate persons, and perhaps also municipalities, are 
placed under obligation to construct air raid 
shelters or to take other measures for civilian 
air defence, it must not be imagined that the 
question of costs can be evaded in this way. In 
any case the aggregate cost of all these obliga- 
tions should be calculated as carefullly as pos- 
sible. In Sweden, for example, the demands 
made in this respect might be raised to such 
a pitch that the costs approached a milliard kro- 
nor. It would then be necessary to consider 
whether such expenditure was permissible from 
the standpoint of national economy. It should 
be considered whether it would be possible at 
all to procure this immense sum without standing 
in the way of the financing of other necessary 
expenditure. It should also be discussed whether 
this milliard kronor, in case that sum were actu- 
ally available, might, in part, be better used for 
more active defence purposes. National economy 
signifies a proper adjustment of all items of 
revenue and expenditure, and it is merely self- 
deception to suppose that in this adjustment any 
items can be excluded. 

In conclusion, some words should be said 
regarding the necessity of maintaining equilibrium 
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in a country’s balance of international payments. 
If there is a shortage of foreign exchange, this 
shortage is, of course, bound to manifest itself 
in a rising tendency in the rates of exchange fot 
foreign currencies. If attempts are made to keep 
down these rates below the purchasing-power 


parities of the currencies, the only result will 
be to encourage an unduly rapid consumption of 
the foreign assets. In this regard too monetary 
economy and real economy must be brought into 
correspondence with one another. 
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THE ADJUSTMENT OF THE SWEDISH INSURANCE 
SYSTEM TO WAR CONDITIONS 


BY 0. A. AKESSON, D. SC, DIRECTOR OF THE ROYAL INSURANCE INSPECTION 


Introduction. 


The adjustment of the Swedish insurance 
system to war conditions which has been pro- 
ceeding for some time relates both to life insur- 
ance and to insurance against injury or damage. 
The following account is concerned only with 
measures taken in regard to insurance against 
imjury or damage (in the sequel termed “injury 
insurance’). 

The war clauses contained in injury insurance 
contracts involve the principle that damage caused 
by war is mot compensated by the insurer. As 
regards fire insurance this war clause runs as 
follows: 

2The insurance does not cover loss or damage the origin 
or extent of which has been directly or indirectly caused by, 
or is connected with, an earthquake, a vulcanic eruption, 
war, invasion, enemy action, military operations, whether war 
has been declared or not, civil war, mutiny, revolution, in- 


surrection, riots, or measures on the part of rulers who have 
usurped power?. 


This involves the consequence that the fire 
insurance is not paid in case a building is de- 
stroyed by fire caused, say, by incendiary bombs. 
Obviously no fire insurance company could un- 
dertake such risks. On the other hand, ‘‘ci- 
vil” fires which occur during war are com- 
pensated. In one branch, however, namely pri- 
vate insurance against accidents, it has long been 
the rule that damage resulting from war may 
by covered by the insurance if this is expressly 
stated in the insurance policy and a special addi- 
tional premium is paid. 

In certain fields, it has latterly been found 
necessary so to adjust or extend insurances that 
protection can be obtained against the economic 
consequences of war damages. As regards direct 
insurance such arrangements have hitherto been 
made in respect of 
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a) marine insurance and certain other transport 
insurance, 

b) accident insurance for ship’s crews, and 

c) accident insurance for fishermen. 


In addition, mention should be made of 

d) a draft law concerning war damage in- 
surance, covering real property, inclusive of live 
and dead stock in agriculture and gardening, as 
well as stocks of goods, machines and imple- 
ments in industry and crafts. 

A special group of measures of adjustment 
are those which have been taken with a view to 
reducing the need of reinsurance and at the same 
time increasing facilities for reinsurance in the 
home country, in case, owing to war conditions, 
it should be found difficult or impossible to ob- 
tain reinsurances in foreign countries. 

In the following a general review will be giy- 
en of the various measures taken in these re- 
spects. 


a) Marine and other transport insurance. 


The experience which serves as a basis for the 
measures now adopted in regard to marine in- 
surance is derived from the former world war. 
On the outbreak of that war the Government 
and Riksdag were immediately confronted with 
the problem of ensuring the provision of supplies 
for the population and the maintenance of in- 
dustry and commerce. They at once realized 
that it would be necessary to provide facilities for 
the insurance of vessels and cargoes under the 
immensely increased risks for shipping resulting 
from the war. As private insurance was inade- 
quate to afford the necessary protection, the Sta- 
te, in the form of a special commission — the 
State War Insurance Commission — came for- 
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ward as insurer. This occurred as far back as 
the 17th August 1914. The operations of the 
War Insurance Commission were on a very con- 
siderable scale and, when it was wound up in 
1919, showed a surplus of no less than 41 million 
kronor. 

Some years ago the marine insurance com- 
panies of the Scandinavian countries took up 
the idea of a Scandinavian organization for war 
insurance, which on the 21st October 1935 result- 
ed in the formation of the Scandinavian War In- 
surance Pool. This institution, which included a 
Danish, a Finnish, a Norwegian and a Swedish 
pool, was intended to be a distributing and reinsur- 
ance centre for war risks covered by Scandinavian 
transport insurers. The companies which joined 
this pool represented very considerable financial 
resources, the capital and funds amounting to 
more than 200 million kronor. Thanks to this or- 
ganization and the reinsurance contracts concluded 
with other foreign reinsurers, facilities were pro- 
vided for the grant of insurances to the extent 
of about 37/. million kronor per hull. This in- 
stitution worked satisfactorily. 

It was, however, considered inadvisable, in the 
event of an extensive war, to rely solely on the 
facilities of this pool for the grant of insurances, 
even if they were rather considerable. It would in 
fact be necessary to reckon with the possibility 
that the foreign reinsurance connexions of the 
pool might be cut off. Nor would the total in- 
surance capacity suffice for larger vessels. The 
National Commission for Economic Readiness 
for War took up this matter in a memorial sub- 
mitted to the Government on the 16th November 
1937. They pointed out that the insurance com- 
panies themselves had emphasized the desirability 
of making preparations in good time to arrange 
for such supplementary insurance as private in- 
surers, in certain conditions, could not under- 
take to grant to the full extent required. In Sep- 
tember 1938 there was much uneasiness among the 
shipowners and marine insurance companies, 
owing to the fact that in some cases difficulties 
had arisen in covering war risks. These circum- 
stances served to emphasize the urgency of the 
measures recommended by the National Commis- 
sion. The result was that a Government Bill, 


dated 3rd November 1938, relating to State War 
Insurance was submitted at the 1939 session of 
the Riksdag immediately after its opening. The 
Bill was passed into law and was promulgated 
on the roth March, , 1939. 

In accordance with this law, the Government 
are entitled, in time of war, danger of war, or 
otherwise in abnormal circumstances resulting 
from war, to grant transport insurance against 
war risks; also, under the same conditions, to 
grant to a Swedish insurance company, or com- 
bine of such companies, reinsurance both of 
transport insurance against war risks and other 
transport insurance. 

As far back as in October 1938 the State War 
Insurance Board was set up, in order to prepare 
State war insurance and to discharge the duties 
which, according to the legislation simultaneously 
prepared, would devolve on the State. Should 
war break out between Great Powers, it might, 
of course, be expected that the mercantile marine 
would immediately be exposed to considerable 
losses. The first thing to be done, therefore, was 
to arrange as soon as possible for the grant of 
reinsurances in the event of an outbreak of 
war. To that end the Board concluded with the 
Swedish war risk pool an agreement to the effect 
that, in case of war between European Great 
Powers, the Board would immediately reinsure 
all war insurances granted by the pool which were 
then in force, provided that certain risks were 
taken by the pool itself. Premiums for war in- 
surance on hulls were to be paid as from the 
outbreak of the war at rates fixed by the Board, 
whereas premiums for the war insurance of 
goods were to be paid in advance, but at the 
rate of merely a fraction per cent. For Swedish 
shipping it was a great advantage that these 
arrangements for insurance were made already 
before the outbreak of the war. 

As an insurance institution, the Board did not 
come into full operation till after the outbreak 
of the war. It was arranged that the agreement 
with the pool should lapse on the 8th October 
1939. Up to that date the war insurance pre- 
miums fixed by the Board were paid to the re- 
spective companies, the Board acting as a rein- 
surer. On the 9th of October its operations en- 
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tered on a new phase, in that the Board as from 
that date directly took over all insurance on hulls. 
It also grants war insurance on goods. 

In the course of the months in which the 
Board has been in operation, the terms of insur- 
ance have been modified in certain respects, 
with a view to the diminution of the risks. Thus 
it is prescribed that the ships shall keep as long 
as possible within Swedish territorial waters and 
shall also avail themselves of Swedish escorts, 
subject to exceptions in special circumstances. 

A question of special interest, which has been 
the subject of much discussion, is that of the 
War insurance values of merchant vessels. The 
general rule previously in force was that these 
values should not exceed 25 per cent. of the 
insurance values estimated before the outbreak 
of the war. According as the values of ships rose, 
this. arrangement caused increasing dissatisfac- 
tion. It was criticized in a memorial submitted 
to the Crown by the Swedish Shipowners’ As- 
sociation, which was endorsed by the War In- 
surance Board. The result was that on the rst 
March 1940 new instructions were issued for the 
War Insurance Board, in accordance with which, 
in the assessment of insurance values, due regard 
shall be paid to the cost of replacement with ton- 
nage of equivalent value. Compensation at a 
higher rate than previously may not, however, 
be paid until the shipowners have procured ton- 
nage at least equivalent in value to that lost. 

In regard to the fixing of the premiums the 
principle adopted is that the operations of the 
Board as a whole should result neither in profit 
nor in loss. In the application of this principle 
— in accordance with rules laid down by the 
Riksdag — some latitude is permissible in regard 
to the requirement of a margin of safety in fixing 
premiums. In extraordinary circumstances, for 
example if necessary in order to prevent exten- 
sive unemployment in some important export 
industry, the premiums might be modified at a 
certain risk of loss to the State, if this were 
considered to be warranted with a view to the 
supply of imported goods for the population, or 
in view of the situation in important export in- 
dustries. Generally speaking, the premium rates 
are on a higher scale for goods than for hulls, in 
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view of the greater risk of the confiscation of 
goods. The premium rates were at first modified 
rather frequently: at present, however, they are 
fairly stable. 

The State War Insurance Board also grants 
war insurances on transport by rail. The premium 
rates for such insurances were at first based on 
those adopted in Switzerland, but were after- 
wards considerably reduced. The Board fur- 
thermore grants war insurances, at very low 
premium rates, for fishing boats and fishing 
tackle, especially of the more expensive class. 

The extent of the operations of this Board 
is indicated by the fact that from the outbreak of 
the war to the end of January the premium 
receipts amounted to about 60 million kronor. It 
is scarcely possible at this stage to indicate the 
economic results of its operations, as in many 
cases a considerable length of time elapses be- 
tween the occurrence of the damage and its final 
settlement. It may be stated, however, that its 
operations have so far not yielded any surplus. 

The State War Insurance Board is so com- 
posed that expert knowledge of marine insurance 
business is duly represented. Thus the depart- 
ment for hull insurance is superintended by the 
Director of the Swedish Steamship Insurance 
Association, Mr Einar Lange, and the depart- 
ment for goods insurance by the Director of the 
Agir Marine Insurance Company, Mr Nils Rog- 
berg. The Chairman of the Board is Mr Sven 
J. Lindeberg, Bank Inspector, and its Secretary 
Mr Emil Henriques, solicitor. 


b) Accident insurance of crews of vessels. 


All persons employed on board a ship are 
covered by the workmen’s compensation scheme. 
In accordance with the regulations on the sub- 
ject the compensation is adjusted on the basis 
of the annual earnings of the injured person. If 
they exceed 3,000 kronor, the excess amount is 
not taken into account. This restriction, however, 
has not been maintained in regard to ship’s crews 
in cases where the injury has been caused by an 
act of war (torpedoing, bombing, explosion by 
mines, etc). By a special law of the 11th June 
1937 relating to persons employed on board ship, 
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the rates of compensation for such accidents were 
raised. By an amendment of December 1939 they 
were further increased. 

The regulations at present in force are to the 
following effect. As a basis for the fixing of 
sickness allowances or annuities, the annual 
earnings shall be deemed to be at least 2,900 
kronor and at most 4,800 kronor. This means 
that, if in any case the annual earnings are less 
than 2,900 kronor, the compensation shall never- 
theless be estimated on the basis of that amount. 
The corresponding rule applies where the earnings 
exceed 4,800 kronor. The sickness benefit will 
thus be at least 5 kronor per day, and at most 9 
kronor. In accordance with the provisions of the 
law relating to insurance against accidents (the 
employer’s liability law), in the case of disable- 
ment an annuity will be payable to the injured 
person, and in the case of death to the survivors. 

In the case of injury caused by war a special] 
lump-sum compensation is payable, in addition to 
the annuity granted to the injured person or the 
survivors. In the case of death or complete dis- 
ablement this compensation in respect of a master, 
first officer or engine foreman will be a sum 
equivalent to a year’s pay, but not less than 9,000 
and not exceeding 13,000 kronor, and for other 
personnel a sum of 9,000 kronor. Where the 
capacity for work has been reduced, these lump- 
stm compensations will be payable on a scale 
corresponding to the decrease of capacity. To 
avoid any misunderstanding, it should be pointed 
out that injuries on board a ship which have not 
been caused by an act of war are compensated in 
accordance with the regulations of the em- 
ployer’s liability law. 

The costs entailed by the increase in the scale 
of compensation for injuries caused by war are 
defrayed by the employer in the form of special 
premiums. During the last few months these 
premiums have twice been modified. The in- 
surances are granted by the same institutions as 
those which deal with the workmen’s compensa- 
tion scheme, that is, the State Insurance Office 
and the mutual insurance companies representing 
the employers. Under an agreement between the 
latter and a pool formed by the Swedish accident 


insurance companies for the grant of accident in- 
surance in time of war, the pool has undertaken 
the grant of war insurances in respect of all 
crews covered by those mutual insurance compa- 
nies against the normal risk of accidents in the 
course of work. As regards persons insured in 
the State Insurance Office, on the other hand, 
war risks also are covered by that office. There 
is, however, nothing to prevent a shipowner, if 
he so desires, from transferring the war risk to 
the pool, in which case he obtains a corresponding 
abatement in the premium payable to the State 
Insurance Office. It should be pointed out that 
the State Insurance Office and the pool charge 
exactly the same additional premiums for war 
risks. 

The extent of the insurance against accidents - 
caused by war is indicated by the fact that the 
total amount of the war premiums paid up to 
the end of February 1940 amounted to roughly 
five million kronor. 

The above-mentioned law of 1937 regarding the 
war insurance of persons employed on board 
ship is not applicable in the event of this country 
being plunged into war. It should be pointed out 
in this connexion that accidents in the course of 
employment caused in such circumstances by acts 
of war are not covered at all by the compulsory 
insurance against accidents. The question as to 
the compensation to be paid in such circumstan- 
ces is being investigated by the Committee for 
“social preparedness for war’. 


c) Accident insurance for fishermen. 


Voluntary insurance for fishermen covering 
accidents in the pursuit of their occupation was 
introduced in 1918. The insurances are granted 
by the State Insurance Office, and may be com- 
bined with insurance against accidents occurring 
otherwise than in the course of work. The costs 
of this insurance are divided between the State 
and the insured. In accordance with a royal 
decree issued in October 1939, the compensation 
shall be increased by fifty per cent., where the 
accident has been caused by an act of war. The 
cost of this increase will be defrayed by the State. 
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d) Legislative proposals regarding compensa- 
tion for damage sustained in war. 


In case this country should be drawn into war, 
destruction of property of various kinds must, 
of course, be anticipated. So far as the property 
destroyed serves as a security for the grant of 
credits, there is the risk that the lenders, such as 
insurance companies, commercial banks, savings 
banks and mortgage banks, may be put in liquida- 
tion, thus entailing serious disturbances in the 
national economy. If nothing is done to compen- 
sate the losses caused by such destruction, they 
will fall on those who happen to have suffered 
the damage. The question of measures of precau- 
tion in this field is therefore of great importance 
also for the owners of such property. 

It was chiefly in view of such considerations 


that the Royal Insurance Inspection at the begin- 


ning of September 1939, in a memorial submitted 
to the Government, requested that an investiga- 
tion into the practicability of the compulsory 
war insurance of buildings should be instituted 
without delay. This request was endorsed by 
the Committee for social preparedness for war. 
The Inspectorates of banks and savings banks 
strongly emphasized that the question of com- 
pulsory liquidation on the destruction of securi- 
ties for. mortgage loans was of special impor- 


_tance for commercial banks and savings banks. 


Furthermore, the Insurance Inspection — in sub- 
mitting observations on a request from a private 
company for immediate measures to facilitate the 
war insurance of oil refineries and stocks of 
petroleum products —, recommended that the 
question of the war insurance of goods should 
also be taken up for consideration. 

In response to these requests, the Government 
at the beginning of November appointed a com- 
mittee of experts to institute an investigation and 
submit proposals for measures to be taken in view 
of the possibility of the destruction of property 
in war. The insurance companies, commercial 
banks, savings banks and mortgage banks, as 
well as property-holders, industries and agricul- 
ture were represented on the committee. The 
experts, who had conferred with representatives 
of various organizations in the economic sphere, 
submitted their report on the 7th February. It 
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contained proposals for legislation regarding com- 
pensation for damage caused by war. 

Three different plans for the financing of such 
compensation were drawn up by the committee. 
The first relates to real property, the second 
to goods intended for manufacture or sale, the 
third to machinery and implements in industry 
and crafts. The first-mentioned plan is intended 
to ensure the maintenance of economic life by 
increasing the facilities for the continued opera- 
tions of institutions which grant credits on the 
security of real property. The purpose of the 
other two plans is to create better facilities for the 
maintenance of the distribution of goods and 
production during war. An important problem 
tackled in all these plans is the distribution over 
large units of the burden entailed by the compen- 
sation of war damages. It is proposed that such 
damages should be compensated to the extent 
laid down in the law on the subject drafted by 
the committee. Questions arising from the appli- 
cation of this law are to be dealt with by a na- 
tional Board named the State War Damage 
Board. 


The financing plan for real property. In 
regard to real property, the committee discussed 
two alternative schemes. According to the first 
alternative, it should devolve on the State at the 
end of the war to compensate the damage, so far 
as financially possible and with due regard to 
the conditions in other respects. This is the 
method adopted in England. The second alter- 
native, which is that unanimously recommended 
by the committee, involves the principle that 
certain fixed assets are set aside in advance as 
security for the compensation of damage, In the 
protection of the values represented by the real 
property of the country, it was in fact considered 
by the committee that this property in the aggre- 
gate should serve as security. 

The scheme thus recommended comprises the 
major part of the real property in this country. 
The only noteworthy exceptions are State prop- 
erty holdings and municipal buildings intended 
for purposes of general administration, poor 
relief, medical service, education, and the like. 
For special reasons, leased agricultural property 
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belonging to the State is to be comprised in the 
scheme. Also railway plant is to be included, but 
not canals or watercourses for timber-floating. 
In the draft law the term “property holding” is 
understood to mean what is deemed to be “real 
property” under general law as well as buildings, 
even those which are not classed as real property. 
In other words, the draft law is applicable also to 
land and forests. 

In drawing up the plan, the committee proceed- 
ed from the assumption that the restoration of 
destroyed property would not take place till af- 
ter the end of the war, possibly with some excep- 
tion in individual cases. The funds required for 
covering damage to real property were to be 
obtained by an annual charge amounting to 0.25 
per cent. of the assessed value of all the real 
property included in the scheme. This charge is 
to be levied for a required number of years, not 
exceeding twenty, and is to be payable in con- 
nexion with the general collection of State taxes. 
The total contributions will thus not exceed 5 per 
cent. of the assessed values on which the charges 
are based. Should the damage be on a still more 
extensive scale, the compensation would be re- 
duced in a corresponding degree, unless, as 
suggested by the committee, it is supplemented out 
of State monies. Seeing that the real property 
included in the scheme has an aggregate assessed 
value of approximately 23 milliard kronor, the 
question of reduction in compensation would not 
arise until the damage exceeded 1.15 milliard kro- 
nor at the present purchasing value of the cur- 
rency. The contributions received are intended, 
for special reasons, not only to defray damage to 
real property, but also damage to live and dead 
stock in agriculture and gardening as well as to 
agricultural and garden produce in the keeping 
of the cultivator. 

As restoration work after a war will in all 
probability be concentrated within a considerably 
shorter period than that during which the contri- 
butions from holders of real property are being 
received, the committee propose that necessary 
funds should be advanced by the State, but with- 
out interest. It is in fact intended that this ex- 
emption from the payment of interest should be 
the State contribution to the execution of the 


plan. The sums to be advanced by the State need 
not be provided at a more rapid pace than the 
actual work of reconstruction. Should this money 
have to be procured by borrowing, the security 
for the loan would be equivalent to a first mort- 
gage on the aggregate real estate of the country, 
up to 5 per cent. of the assessed value — thus an 
extremely good security. The loan would be 
amortized according as the contributions from 
property-holders come in. 

In regard to the plan for real property there 
are two important questions which require eluci- 
dation, namely (1) whether property holdings, 
from the point of view of the contributions, 
should be grouped in one or more “risk classes”, 
and (2) the contribution to be made by the State. 

The committee have dismissed, in principle, any 
attempt to divide property holdings into different 
risk classes, for the following reasons. In the first 
place the inclusion of all property holdings in a 
single unit would entail greater financial strength 
than a division into groups. Secondly, there was 
no satisfactory basis for a proper division into risk 
classes. Nobody knew where and when war 
would set in. Any attempt to form in advance an 
idea as to the extent of the damage in regard to 
different kinds of property holdings or in diffe- 
rent parts of the country was doomed to fail. The 
experience of Finland seemed conclusive in this 
respect. Any attempt to define the limits would 
be met by a number of more or less justifiable 
objections, with demands for other limits, which 
might perhaps be as good or better. Finally, it 
should be borne in mind that a war would affect 
the entire nation. In such a situation complete 
solidarity between all citizens was the only 
reasonable and natural principle, whilst, in the 
present case, it involved the simplest solution of 
the problem. 

Some concession to the idea of a division into 
risk classes may be said to be implicated in the 
committee’s proposal that the charges levied on 
real property should be used also for the com- 
pensation of damage to agricultural stock and 
harvested crops, so long as they were in the keep- 
ing of the cultivator. It should be pointed out, 
however, that a weighty reason for this arrange- 
ment was the difficulty of covering damage to 
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agricultural stock and produce in any. other 
suitable way. 

In regard to the State contribution the fol- 
lowing points of view were put forward by the 
committee. Those who are chiefly interested 
in the compensation of war damage to real prop- 
erty are the owners and the mortgage holders. 
One of the principal motives for the proposed 
legislation, from a public welfare point of view, 
was to afford security to institutions which grant 
credits on the basis of real property and to protect 
them from compulsory liquidation owing to the 
destruction of the property holdings. In such 
conditions it must be considered to be justified, in 
principle, that these institutions should likewise 
contribute to the financing of the compensation 
for the damage. If, however, such obligation to 
contribute were prescribed, there was the risk 
of undesirable consequences, such as an increase 
in the interest rates for mortgage loans, which 
- might actually involve a heavier charge on the 
property holders than if they were to defray 
the costs single-handed. To prevent the finan- 
cial burden thus being passed on from the hold- 
ers of mortgages to the property-owners would 
scarcely be possible, at any rate if a free capital 
market was to be maintained. 

Also from other points of view, complications 
might arise from the introduction of direct con- 
tributions from the mortgage-holders. Further- 
more, a very considerable extension of the adminis- 
trative apparatus would then become necessary. 

It may be asked whether there is no other 
practicable way of meeting the intrinsically justifi- 
able demand for contributions from mortgage 
holders without entailing undesirable conse- 
quences. The committee consider that they have 
found a way of solving the problem. So far as 
an obligation for the credit-granting institutions to 
contribute is not to be passed on to the property 
holders which, if possible, should be avoided, it 
would be a charge on the persons holding interests 
in those institutions, who consist mainly of holders 
of insurances and depositors. These groups, how- 
ever, comprise a considerable part of the popu- 
lation. In view of these considerations, the com- 
mittee propose that contributions from this group 
of interests — substantially corresponding to the 


contribution which might otherwise have to be 
made by the credit-granting institutions —, should 
be collected through the State, that is, take the 
form of a State contribution. These are the argu- 
ments adduced by the committee in favour of a 
contribution from the State. In principle, such 
a contribution seems to be well warranted, as it 
must be considered to be a national interest of 
the first order that war damage to real property 
should be compensated. 


The financing plan for goods is in the nature of 
an obligatory insurance, and is drawn up on simple 
lines. It comprises all stocks of merchandise, as 
well as raw products, materials, goods in course of 
manufacture, finished products and packing, in 
factories, other industrial establishments or in 
crafts, and which are insured against fire, by one 
and. the same policy, for at least 2,000 kronor. 
Fire imsurance has thus been taken as a basis 
for the special insurance against damage in war. 
To restrict the insurance to particular classes of 
goods was not considered desirable, in view of 
the difficulties of administration this would in- 
volve. What the committee propose is that an 
insurance fee, to be fixed at such percentage of 
the fire insurance sum as corresponds to the total 
possible damage, should be levied on goods of all 
classes. The committee, in short, do not propose 
any differentiation of the fees according to the 
character of the goods or their location. The 
scheme is selfsupporting. No State contributions 
are proposed, 

With a view to the execution of the scheme, 
those fire insurance companies which grant insur- 
ances on goods are to be placed under obligation 
to draw up a register of their goods insurances 
of over 2,000 kronor. This register is kept con- 
tinuously up to date as regards any changes in 
fire insurances. It would devolve on the War 
Damage Board to fix the scale of the insurances 
fees, which are to be paid as from the outbreak 
of war and so long as it lasts. On the basis of 
this register, the fees are to be collected through 
the fire insurance companies, who are to supply 
the insured with postal-cheque money order forms 
on which the amount of the premium to be paid 
is inserted. The proceeds of this levy are to be 
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placed at the disposal of the War Damage Board. 
The fire insurance companies are to draw up lists 
of unpaid fees for transmission to the Board; 
they are to be collected in the same way as unpaid 
taxes to the State. 

The insurance fee is to be fixed for short 
periods, say, three months, at a time, and to be 
so adjusted as to result neither in profit nor in 
loss. The charge which this payment involves will 
obviously entail an increase in goods prices. It 
should, however, be observed that, if the premium 
is payable at a certain percentage, let us say 4 
per cent. per annum, of the fire insurance value of 
the goods, the increase in goods prices need not 
amount to as much as 4 per cent. except in cases 
where the stocks are renewed only once a year. 
li, for example, the stocks are renewed four times 
a year, the prices need be increased merely by 1 
per cent. It is obviously important that the pre- 
mium should not be taken as a pretext for un- 
warranted increases in price, as, according to 
reports, has been the case in England, where a 
goods insurance on somewhat similar lines has 
been adopted. 


The financing plan for machinery is, so to 
speak, intermediate between the scheme for real 
property, on the one hand, and that for goods, 
on the other. It comprises machinery proper, 
inclusive of belt-gearings, fittings, conducting 
wires and reserve parts, as well as articles con- 
sumed in the course of production, in factories, 
other industrial establishments or crafts, as also 
the rolling stock of private railways, in so far as 
this plant is insured under one and the same in- 
surance policy for at least 5,000 kronor. As in 
the case of goods insurance, the scheme is seli- 
supporting: there are no State contributions. In 
this insurance also the premium will be payable 
at at uniform percentage of the fire insurance 
value. 

The charging and collection of the premiums is 
to be organized in much the same way as in the 
insurance of goods. During the continuance of 
the war, however, the premium may not be fixed 
higher than at 1 per cent. per annum of the fire 
insurance value. At the end of the war, when 
the damage done can be surveyed, it should be 


possible to fix any additional amount which may 
have to be collected. The annual fee could then 
be adjusted according to the existing conditions, 
and be fixed at a suitable percentage of the fire 
insurance value. The higher the rates, the shorter 
would be the period of’ payment, and conversely. 
As it is of importance that trade and industry 
should not be saddled longer than necessary with 
such a fee, which is intended to be payable on 
the basis of the fire insurance value represented 
by the machinery at any given time, it is consider- 
ed by the committee that the period during which 
these fees are to be paid should, at any rate, not 
exceed ten years. So far as compensations are 
paid before the fees have come in, which will 
naturally occur, the committee propose that the 
required sum should be advanced by the State, at 
interest. 


Principles for the compensation of damage. In 
determining the compensation payable for damage 
caused by war, the committee consider that, so 
far as possible, the same rules should be adopted 
as in the compensation of damage by fire. For 
various reasons, however, it is not practicable to 
apply these rules completely in regard to damage 
to property. It should be observed that in the 
case of such damage rebuilding or reconditioning 
cannot as a rule be started till after the war, 
which involves the consequence that a long space 
of time may elapse between the occurrence of the 
damage and its compensation. During this inter- 
vening period it may often be difficult, not to 
say impossible, to protect the property from 
further destruction or decay. The compensation 
therefore should cover not only the original 
damage but also any further damage or decay, 
possibly with the exception of cases in which the 
owner of the property has neglected to take 
possible measures of protection. 

It is also possible that questions may arise 
regarding the consideration to be paid to fluc- 
tuations in the purchasing value of the currency 
in the intervening period. It has been contended 
that, in principle, compensation should be paid at 
an amount which at the time of settlement re- 
presents the cost of the restoration of the property 
to its previous condition. It may be observed in 
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this connexion that the scale on which property 
holders will be expected to contribute will be 
determined by the post-war property values. A 
rise in these values will therefore entail larger 
contributions, thus making it possible to increase 
the compensation. 

In the committee report, however, it is pointed 
out that the situation after a war may be such 
that the standard for restoration will be consider- 
ably lower than the pre-war building standard. 
Should an inflationary rise in values set in, its ef- 
fect may be that the precise determination of the 
rules of compensation will have to be deferred 
till after the war. In view of this consideration, 
the committee have considered it to be out of 
the question to fix by law detailed regulations 
for the settlement of damages at the present 
stage. They have accordingly inserted in the draft 
law a clause in accordance with which detailed 
regulations are to be issued in the form of an 
* administrative order. 

According to the draft law, the War Damage 
Board is to have the sole right of determination 
on questions of compensation. Such matters may 
not be referred to a court or tribunal, nor is there 
any appeal through administrative channels. The 
law, however, contains special provisions intended 
to ensure that, in settling questions of compen- 
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sation, due consideration shall be paid to the points 
of view of the persons who have sustained the 
damage. 


e) Measures in regard to reinsurance. 


In normal times the insurance companies in 
different countries are linked together by a net- 
work of reinsurance connexions. In times of 
war, however the facilities for reinsurance in 
foreign countries may be greatly diminished. 
It is therefore important firstly to reduce as 
far as possible the reinsurance requirements of 
the insurance companies, and secondly to provide 
increased facilities for reinsurance in the home 
country. For this purpose, the Government 
have been authorized, by a special law of the 
22nd June 1939, to grant certain alleviations 
in the rules obliging insurance companies to re- 
insure, and to release mutual insurance companies 
from the provisions of a certain clause in the in- 
surance law, with a wiew to increasing the facil- 
ities of those companies for the grant of re- 
insurances. At the same time steps have been 
taken for the formation of one or more syndi- 
cates for the purpose of providing a suitable basis 
for the distribution of the risks between the 
various insurance companies. 
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THE EFFECTS OF THE WAR IN REGARD TO SHIPPING 


BY HELMER ENEBORG, CHIEF ACTUARY, BOARD OF TRADE 


It is obvious that a war such as that now 
proceeding must have very different effects on 
the shipping of different countries as well as on 
the losses of tonnage sustained by their mercan- 
tile marines. These effects are determined 
mainly by the extent and range of the war. In 
general, people imagine that the effects are far 
greater than they are in reality, and that the 
belligerent Powers are far more severely hit than 
is actually the case. It should be borne in mind 
that the maritime war, that is, the blockade or 
commercial war, is proceeding almost solely in 
the North Sea, and that the shipping directly 
affected thereby forms an on the whole insig- 
nificant part of world shipping. Despite all the im- 
pediments with which peaceful shipping is hedged 
in by the belligerents, this shipping is proceeding 
on a considerable scale. The suspension of com- 
munications by sea between the belligerent coun- 
tries is of relatively small importance, and the 
primary consequence of the obstacles placed in 
the way of neutral shipping in the war zone is 
merely that shipping has to be diverted into other 
routes, longer and requiring more tonnage. The 
detrimental effects of the war on merchant ship- 
ping are, of course, not confined to the fact that 
the shipping companies are forced to carry on 
operations which are barely remunerative, in 
view of the great increase in costs. Almost daily, 
new reports are coming in about losses of lives, 
ships and goods, especially in the waters of the 
North Sea and surrounding waters. It must now 
be clear to all that it is the neutral countries in 
the vicinity of the belligerents that are suffering 
from the commercial warfare, in the first place, 
in every respect, and far more seriously than the 
belligerents themselves. 

One of the principal general effects of the 
war is the marked decrease in transit traffic. It 


is quite natural that this traffic, in so far as it 
affects the belligerents, should be interfered with 
in a very marked degree. Thus we find that 
Dutch and Belgian shipping, which in a large 
measure has been of the character just indicated, 
has been reduced by the war to about one-fourth. 
But also as regards other neutral countries which 
in peace time had fetched a large part of their 
requirements of overseas goods from west 
European ports, and via those ports had con- 
signed a considerable part of their exports to 
overseas countries, this transit traffic has been 
greatly reduced or has entirely ceased. Such 
countries are compelled, instead, to organize 
direct connexions with these import and export 
markets, which makes great demands on their 
own tonnage. 

Also other striking changes in shipping have 
naturally occurred. They have been caused, for 
example, by the regulations of the United States 
prohibiting the use of American ships in traffic 
to countries in the war zone, as well as by the 
fact that the merchant fleets of the belligerent 
Powers are prevented by the war from taking 
part in the transport of goods to a number of 
countries, closely or remotely situated. It is 
moreover obvious that military transports of va- 
rious kinds require a considerable amount of 
merchant tonnage, which is thus withdrawn from 
normal employment. 

The results of all these changes can be read 
in the immense increase in freights which has ta- 
ken place, and which has been caused by a shor- 
tage of tonnage, regarded relatively to the re- 
quirements thereof. These requirements have 
been increased mainly by the changes in, and 
lengthening of, the transport routes, and not, as 
is generally supposed, by the losses of tonnage 
which the blockade has entailed, 


Merchant shipping before the war. 


In order to understand the effects of the 
commercial war, we must have some knowledge 
of pre-war shipping conditions. In the following 
some data will be given which throw light on 
these conditions and on the development of the 
mercantile marines since the time preceding the 
great war of 1914. 

It should firstly be pointed out that the world 
mercantile marine during this period had in- 
creased by over 40 per cent, to 69.44 million gross 
register tons.’ In point of fact, however, the in- 
crease in its transport efficiency, which it is of 
greater interest to learn, is considerably larger. 
In view of the disappearance of sailing vessels, 
the advance of motor vessels and improvements 
in shipbuilding technique, it is estimated that this 
efficiency has increased by about 60 per cent. 

World commerce and world shipping, as we 
know, are rather unevenly distributed over the 
globe. They are concentrated, in a rather marked 
degree, in certain foci, the chief of which are 
situated in western Europe, where about one- 
third thereof converge. From this centre radiate 
various ramifications, the principal of which are 


1 These and following figures regarding the size of the 
mercantile marines are taken from Lloyd’s Register of Ship- 
ping, and apply to steamships and motor vessels of at least 
100 gross tons as well as to sailing vessels of at least 100 
net tons, 
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one to North America, a smaller branch to South 
America, a larger one to the Mediterranean, and 
one to the Baltic countries, inclusive of Norway. 
Next to western Europe, the principal centres of 
world commerce and world shipping are North 
America and China—Japan. Broadly speaking, the 
world mercantile marine is also distributed ac- 
cording to trade and shipping; the big commercial 
and shipping countries in fact possess large mer- 
cantile fleets for their transports of goods. The 
British Empire has long held the largest share 
in the world mercantile marine, namely 21.22 
million gross tons out of a total of 69.44 million, 
of which 17.98 million tons fall to the mother 
country, which, however, now possesses less than 
in July 1914 (19.26 million tons). In the second 
place comes the United States with 12.00 million 
gross tons; that country, however developed its 
large fleet during and after the war: in 1914 it 
possessed a fleet of merely 5.37 million tons. In 
the third place comes Japan with 5.63 million 
tons: in 1914 she possessed a merchant fleet of 
merely 1.71 million tons, and has thus shown an 
immense development. In the fourth place we 
find Norway with 4.83 million tons. That country 
has developed her mercantile marine very rapidly 
in the course of the past twenty-five years: in July 
1914 it was only 2.50 million tons. Germany, which 
in 1914 came next to the British Empire, lost, as 
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we know, the major part of her merchant fleet in 
consequence of the war, but has since rebuilt it 
at an immensely rapid pace, so that she now 
possesses a fleet of 4.40 million tons. A vast 
increase is shown also by Italy, which in the 
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course of this period has more than doubled her 
merchant fleet, and now possesses 3.45 million 
tons. 

These absolute figures indeed show the size 
of the merchant fleets, and thus serve to indicate 
their importance for the various countries and 
their communications. But we shall get a better 
idea of the economic importance of shipping for 
the several countries, if the size of the merchant 
fleets is viewed in relation to the population, that 
is, if we take the tonnage per capita, or still bet- 
ter the tonnage per 1,000 of the population. It 
will then be found that the country for which 
the mercantile marine means most is Norway, the 
figure being no less than 1,655 gross tons per 
1,000 of the population. It should be borne in 
mind that this country carries on shipping as a 
special “industry” and has a fleet which is em- 
ployed only in a minor degree in that country’s 
own communications with other lands. There is 
a large interval between the high figure for Nor- 
way and that of the next country. It is the 
Netherlands, which has 341 gross tons per 1,000 
souls. It is evident that this country too carries 
on shipping on a large scale beyond her own re- 
quirements for imports and exports. If we take 
Great Britain by itself, that is, apart from the 
remainder of the British Empire, that country 
comes before the Netherlands, with 354 gross 
tons per 1,000 souls. Other countries with a 
large shipping are Denmark, with 308 gross tons, 
Sweden and Greece with 251 tons, and Finland 
with.172 tons — which is nearly as high a figure 
as that for the British Empire, namely 175 tons. 
The figure for the United States is 98 gross tons, 
that for Italy 79, and for Japan 55. 


Losses of ships since August 1939. 


It is against the background of these figures 
for the mercantile marines of various countries 
that the effects of the present war must be 
viewed. The total losses of merchant tonnage, as 
above indicated, are not so large as many people 
apparently suppose. For the past six months, Sep- 
tember 1939--Februari 1940, they amount to 
barely 2 per cent. of the world mercantile ma- 
rine. Nevertheless they are in certain cases very 
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considerable. As a rule people think mostly of 
the losses sustained by the belligerent countries, 
and perhaps chiefly of the British losses, which 
for the first six months of the war amounted to 
over 642,000 gross tons. During this period the 
losses of the belligerents totalled 875,000 gross 
tons. It is perhaps considered in the belligerent 
countries that the neutral losses, amounting to 
482,000 tons, are comparatively small. People 
forget, however, that these losses for some of 
the neutral countries are, relatively speaking, of 
considerably greater importance than for the bel- 
ligerents, of whose commercial war they are the 
victims. 

The above figures, together with corresponding 
data for various countries, are reproduced in 
the appended table, the figures of which, except 
those relating to Sweden, are based on statistics 
published by “Norges Handels- og Sjdfartstiden- 


de”. In the nature of things, we cannot obtain 


perfectly exact figures for vessels sunk by torpe- 
does or mines, or otherwise lost by warlike ac- 
tion. But the fact that these figures closely tally 
with corresponding data published in ‘“Lloyd’s 
List & Shipping Gazette“ seems to show that 
the material is fairly accurate. For the six 
months’ period the total according to our figures 
is 1,356,907 gross register tons, according to the 
British statistics just mentioned 1,323,130 tons. 

The table shows that absolutely speaking, the 
total losses of tonnage owing to the war have 
been largest for the British Empire and Ger- 
many, next for Norway, France and Sweden, and 
thirdly for the Netherlands, Greece and Den- 
mark. If, however, we view the losses in percent- 
age of the tonnage of the several mercantile 
marines, it will be found that the greatest losses 
have been sustained by Sweden and Denmark, 
with 4:8 and 4.1 per cent., respectively, and that 
the countries next following are Greece, Finland 
and Belgium. As for the belligerent countries, 
they come in the 6th to 8th place. The order 
between the last mentioned countries cannot be 
shown with perfect accuracy, as the differences 
between the percentages for these countries are 
so slight that they fall within the margin of 
error. It should be noted that the figure for 
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Finland’s losses would presumably have been 
higher, had not shipping in some measure been 
stopped owing to the war with Russia. — If we 
take the total losses of British ships in percent- 
age of the mercantile marine of the mother 
country only, the figure obtained will be 3.6 per 
cent. — Next follow the Netherlands and Nor- 
way. That the last-mentioned country comes so 
far down on the scale, despite the fact that it 
had given the largest tribute among the neutral 
countries, is due to the above indicated circum- 
stance that it possesses a very large mercantile 
marine, engaged, in a marked degree, in purely 
international trade, which does not affect the 
home country nor, in the main, the belligerent 
countries. 

If, however, we desire to view the losses of ton- 
nage not with reference to the size of the mer- 
cantile marines of the several countries, but 
with regard to their importance for the country 
in general, a suitable basis of comparison would 
be to place the lost tonnage in relation to the 
population. Such data show that the losses of 
tonnage mean most for Norway, which has lost 
37.9 gross tons per 1,000 of the population. In 
the second place comes Denmark, with 12.6 tons, 
and in the third Sweden, with 12.0 tons. Next 
follow Greece, Holland and Finland. As for the 
belligerent countries, they come only in the 7th 
to 9th place, the losses of the British Empire 
being considerably larger than those of the Ger- 
man Reich and France. — An estimate of the 
British losses of tonnage per 1,000 of the popu- 
lation of the mother country yields the figure 
12.6. 

The losses, however, are not confined to ton- 
nage, but extend also to human lives and goods. 
As regards Sweden the losses of lives during 
these six months amounted to 284; the cor- 
responding figure for Norway is stated to be 
about 350. There are no definite figures regard- 
ing the losses of goods in connexion with ton- 
nage losses, but they are certainly very large 
and have particularly affected the above-men- 
tioned neutral countries, whose supplies of cer- 
tain important goods have thereby been consider- 
ably reduced. 
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Swedish shipping during the war. 


In regard to the effects of the war on Swedish 
shipping, it should be noted that the share of 
Swedish tonnage in trade to and from home 
ports has been very considerably reduced during 
the war. This is due merely in a slight degree 
to the relatively large losses of tonnage: it is 
mainly connected with the fact that Swedish 
ships have been employed on longer routes, and 
that the average time taken by voyages in North 
Sea and longer trades has considerably increased : 
it is estimated that the duration of voyages in 
overseas trade has been doubled, and that the 
time taken by North Sea voyages has been 
trebled — whilst the larger foreign vessels have 
vanished from the longer routes and the smaller 
vessels have plied so much the more assiduously 
in shorter trades. Swedish tonnage nowadays 
plays a considerably larger part than before in 
overseas and Mediterranean trades, where for- 
eign ships, particularly those of the belligerents 
and of the United States, have vanished as re- 
gards trade with Sweden. Moreover, one of the 
effects of the war — perhaps chiefly owing to 
the fact that Swedish foreign shipping has been 
completely controlled by the State —, is that 
Swedish ships have been utilized better than be- 
fore as regards importation, where the percentage 
of tonnage in ballast has been considerably smal- 
ler than before. On the other hand, this percen- 
tage has considerably increased as regards out- 
ward-bound ships, partly because most of the 
coal ships have sailed in ballast, partly owing to 
the considerable reduction of Swedish exports 
as compared with the imports. 

Another effect of the war is connected with 
the fact that the entrance to the Baltic has been 
blocked by mines as regards deep-draught ships. 
The consequence has been that all ocean vessels 
and other large ships which would otherwise have 
passed trough the Sound, have stopped at west 
coast ports, especially Gothenburg and Malmo, 
where their cargoes have either been transhipped 
to smaller vessels, or have been sent on by rail. 
Yet another effect of the war is that shipping 


traffic has been concentrated in the so-called 
“neutrality channels” along the coasts, within the 
three-mile limit, and that, owing to the difficul- 
ties of navigation, this traffic has proceeded only 
in daylight. 

The intensity of Swedish shipping has natur- 
ally been diminished by the war. The outbreak 
of the war had a paralysing effect for the mo- 
ment, and in September shipping traffic was 
reduced to about half the normal. It subsequent- 
ly revived, but on an average has not reached 
more than about two-thirds of its former volume. 
Internal shipping traffic, on the other hand, has 
been affected merely in a slight degree by the 
war. The fact that Swedish shipping has been 
maintained to this extent is due to the measures 
taken by the Government for the grant of war 
risk insurances and the appointment of a special 
board for the control of shipping traffic. 

Owing to the high war-risk premiums, the 
increase in seamens’ pay and other large increas- 
es in expenditure, the freight rates for Swedish 
shipping have risen to a far higher level than 
those on routes outside the war zone, despite 
the endeavours of the Government to check the 
rise by fixing maximum freight rates. In February 
1940 the level of tramp freights was, on an 
average, five times as high as in August 1939, 
just before the outbreak of war. This immense 
increase in freight rates, of course, conduces 
considerably to raise the prices of imported goods, 
thus affecting also the domestic price level, 
despite all the efforts of the Government to 
check such a trend. 

The facts and figures adduced above serve to 
illustrate the effects of the war on neutral 
shipping. These effects are naturally extended 
to various branches of industry and commerce, 
and are finally passed on to the consumers in the 
guise of a price advance and a shortage of various 
goods. We are thus faced with a recurrence of 
the experiences of the former world war, which 
then also showed that the neutrals, in various 
respects, were more severely hit by the com- 
mercial warfare than the belligerents themselves. 
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Sees ENERAL PUBLIC'S CONCEPTION OF THE BANKS 


BY EINAR HUSS, D. SC. 


For those who have not had occasion to study 
banking, or who have not frequently employed 
the services of the banks in various ways, it is 
presumably somewhat difficult to obtain a clear 
idea of what goes on in a bank. This is in 
marked contrast to what is the case in most other 
branches of business. 

When we visit an industrial establishment or 
see an industrial film, we receive impressions 
which immediately appeal to the imagination. We 
can follow the course of production, and even if 
we do not understand the chemical or other pro- 
cesses which are going on, we can observe how 
the products are being converted and refined, or 
even how they are apparently being transformed 
in character. We can also see how forces are 
being utilized which some decades ago were 
unknown or could not be mastered as now, and 
we thus obtain an impressive picture of some 
of the most important, but at the same time most 
palpable features in the material development of 
a civilized community. ; 

Similarly, we can picture to ourselves the 
operations in other branches of production, such 
as mining and forestry, agriculture and handi- 
crafts, as well as in fishing, the transport ser- 
vices, and, in some measure, also in trade and in 
the savings banks. On the other hand, the mere 
sight of the activities in an insurance company 
cannot give the beholder a clear idea of what 
is going on. The casual visitor’s insight into the 
operations of an insurance company is, however, 
facilitated by the fact that they are mainly con- 
cerned with fairly uniform services, expressed 
in standardized insurance policies. The cus- 
tomer’s position in relation to the company is, 
in principle, always the same: he buys security 
against a particular risk, defined in the insurance 
policy. 

Very different is the position in regard to the 
commercial banks. The banks, like the insurance 


companies, are indeed engaged in operations 
which cannot be directly demonstrated in the form 
of goods or other material things. But, unlike 
the insurance companies, the banks perform 
services of a greatly varying character. More- 
over, the customer’s position in relation to the 
bank is not always the same, in that different 
customers represent different interests, that of 
the borrower in relation to the giver of credit, 
of the buyer towards the seller, of the importer 
in relation to the exporter, and so forth. Such 
different interests may also be represented by 
one and the same customer, either on different 
occasions, or even at the same time. Thus not 
only are bank operations in themselves difficult 
to grasp, but the customers regard these operations 
from entirely different angles and points of 
view. 

Furthermore, banking in Sweden differs from 
most other occupations in the fact that it is, in 
a particularly marked degree, subject to State 
control. Banking business is in fact regulated 
by elaborate legal provisions, which, at rather 
frequent intervals, are taken up for revision in 
extensive committee reports. State control over 
the Swedish banks is exercised by a special 
supervisory authority, which dates from the first 
origins of banking in this country. Moreover, 
unlike other companies and institutions, including 
the savings banks, the commercial banks are 
under obligation to publish monthly returns of 
their financial status. This incessant legislation 
in itself scarcely conduces to lighten the ban- 
ker’s task; and as for laymen, the bank law 
as well as bank statistics are very indigestible 
reading, which tends, if anything, to plunge him 
into still greater bewilderment. 

Finally, it is most important to note that bank 
operations by no means extend to the entire 
capital and money markets, and that the banks, 
even within the sphere of their own business, do 
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not wield any dominant influence either on the 
purchasing value of the currency or on the rates 
_ of interest. In the public discussion on the 
subject these important facts have been constantly 
ignored by people who profess to represent a 
general trend of opinion. Thus it is the com- 
mercial banks that have been the butt of the 
perpetual complaints about the farmers’ burden 
of interest charges and about the conditions on 
the market for mortgages on dwelling-houses, 
despite the relatively small scale on which the 
commercial banks give credits to farmers or grant 
advances on the security of house property. The 
commercial banks have furthermore been accused 
of taking advantage of marked changes in the 
purchasing value of the currency, although actual 
experience points in exactly the opposite direction. 
In some quarters the banks are charged with 
burdening “‘productive” enterprise by unduly high 
rates of interest, although the banks, as pointed 
out above, do not determine the trend of interest 
rates, and although the support they have given 
to productive enterprise has unquestionably been 
of great importance for the national economy. 

In proceeding to examine some of the accu- 
sations levelled at the banks in the course of the 
public discussion of these matters in Sweden, it 
seems desirable to begin by analysing the idea 
that the banks do not peform any “productive” 
work, and that they are striving to gain power 
over industry and commerce with a view to netting 
large profits. We must try to penetrate into the 
meaning that may lie behind such vague talk. 

It is vital for modern producers, and particu- 
larly for the banks’ special customers, the in- 
dustrial companies, to endeavour constantly to 
cut down the costs of operation. On a long run 
view, the profit thus obtained goes to the con- 
sumers and the employees. This reduction of costs 
is not confined to methods of production, the 
utilization of bye-products, the improvement of 
machine operation, etc.; it extends also to the 
purchasing department, the sales organization, the 
administration of funds, and other business of a 
“banking” character. This latter group of business 
matters may include the procuring of advanced 
capital or trade credits, payments for imports or 
exports, hedging operations, discounting of bills, 


collection of debts, credit information regarding 
customers, etc. By having these matters thus. 
handled in the most reliable and cheapest man- 
ner, an industrial company effects an economy 
which is, of course, quite as large as a cor- 
responding saving in a,department which, on a 
superficial view, is more closely connected with 
the production of goods. 

The achievement of the banks in this sphere 
is that they have created the largest possible 
market for these transactions, and this market 
at the present day is inconceivable without banks.. 
This market is a meeting-place of buyers and 
sellers of all kinds of goods and all manner of 
services. Through the banks these buyers and 
sellers are brought into touch with one another 
in the smoothest possible way, so that local ex- 
penses and unnecessary middleman’s profits are 
eliminated. By way of example, mention may 
be made of the issue market, where a borrower's. 
demand for capital is rapidly transmitted to in- 
vestors of capital; the discounting of bills, which 
enables the customers of a firm, in virtue of the 
company’s own credit, to get their goods credits. 
rapidly and effectively arranged; the market for 
short-term credits, whereby the offer and demand 
for money in a country or several countries are 
brought into close conjunction, thus avoiding 
gaps which would otherwise arise at different 
places or at different seasons; and the foreign 
exchange market, where payments to and from: 
foreign countries are cheapened by the fact that 
dealings in foreign exchange are concentrated and 
carried out on a large scale, possibly with the aid 
of credit operations. Everywhere it is the functiom 
of the banks to exchange a value falling due at 
a certain time and a certain place against another 
value falling due at another time or another place, 
or both. What term we use to denote this canal- 
ization of money to industry and commerce is 
of small importance. But, if the work which it 
involves is considered to be of minor value, it 
might also be asserted that it is less useful to 
water a garden than to gather the fruits. 

The allegation that the banks are endeavouring 
to gain power over industry and commerce cannot 
reasonably refer to conditions in recent times. 
The banks are in fact prohibited from acquiring 
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shares in other companies. The principal ex- 
ception from this rule is where a bank is compelled 
to take over shares in order to avoid, or reduce, 
losses on a claim. Cases of this kind as well as 
the question whether the banks, in the capacity 
of givers of credit to other firms, can wield 
power over them, will be discussed further on. 
Hete it may suffice to observe that the big profits 
in modern times are made in industry and not 
by the banks. 
The profit of the banks is derived not only 
_from deposit and loan business, but also from 
foreign business, which is divided into several 
branches, as well as from issues of bond loans, 
dealings in securities, the cashing of drawn bonds 
and coupons, collection of debts, the operations 
of the trust department, etc. In regard to certain 
branches of the business, such as bank drafts, and 
in many cases also cheque accounts, credit inform- 
ation, etc., the expenses of the banks exceed their 
receipts; in other cases the tariffs are so moderate 
that it is questionable whether the business yields 
any net profit. These branches of the banker’s 
business are thus to be regarded as services for 
the accommodation of customers, with little 
regard to profit. In other cases also the margin 
of profit is very small. The commission charged 
on the issue of bond loans amounts to at most 
1/, per cent. when the bank sells bonds as a com- 
missioner for the issuer of the loan and at his 
risk, and up to 2 or 21/, per cent. when the bank 
underwrites the loan and sells the bonds at its 
own risk. The rates of interest charged on 
advances have long been lower than in most other 
European countries, and as regards deposits 
interest has been paid even on accounts which in 
some foreign countries do not carry any interest 
at all. In fact, the commission charged by Swe- 
dish banks on the issue of bond loans as well 
as the margin of profit on advances are, in gen- 
eral, lower than in the leading financial count- 
ries, although these countries, in view of their 
greater density of their population, their more 
developed industry and commerce, and the conse- 
quently larger volume of banking business, should 
be better able than Sweden to manage with small 
margins of profit. 
The net profits made by the Swedish banks 


are also quite moderate. According to the sta- 
tistics of the Bank Inspectorate, the dividends 
paid to shareholders in 1930—1938 averaged 4.28 
per cent. of capital and reserves at the beginning 
of the respective years. The last year in this 
period, 1938, was comparatively favourable, in 
that the dividend rate was 4.85. If, as is proper, 
we include in the capital and reserves also the 
profit carried over from the preceding year, the 
dividend percentage for 1938 will be reduced to 
4.65 per cent. (Properly speaking, half of the 
profit of the current year should also be included, 
as being part of the bank’s own capital employed 
mm the course of the year.) 

The said dividend percentage for 1938, 4.65 %, 
is scarcely indicative of particularly large profits, 
when it is considered that this is the yield on a 
capital carrying risks. For the nineteen thirties as 
a whole the dividend percentage was still less 
favourable, being merely about 4 per cent. It 
should be observed, however, that the banks, 
intrinsically, are not capitalists but administrators 
of funds, in that their own capital and reserves 
are relatively small compared with the capital 
administered for the account of their customers. 
Thus, if the dividend for 1938, in percentage of 
the capital and reserves, had been reduced from 
4.65 to 4 per cent., this would have corresponded 
to an increase in the interest on deposits, and a 
reduction in the interest on advances, of 0.06 per 
cent. only. This seems to make it clear firstly 
that the banks do not net big profits at the ex- 
pense of their customers, and secondly that the 
banks cannot affect the general level of interest, 
even if their shareholders for that purpose should 
renounce a rather considerable share of the divi- 
dend. It has, however, been pointed out above 
that this dividend is not derived solely from the 
deposit and loan business. 

It having thus been shown that the shareholders 
of the banks have not obtained a larger dividend 
on the banks’ own capital than corresponds to 
a normal rate of interest on advances, it remains 
for us to examine an assertion which is perpetu- 
ally cropping up, namely that the banks hold a 
more or less dominating, “monopolistic” position 
on the money and credit markets. 

Referring to an article on this subject published 
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in the April 1939 issue of this quarterly, it may 
be pointed out here that at the end of 1937 the 
three large groups of financial institutions, namely 
(1) the savings banks, including the Post Office 
Savings Bank, (2) the insurance companies and 
the old age pensions insurance fund, and (3) the 
commercial banks, administered a long-term cap- 
ital amounting respectively to 4.1, 3.3 and 3.0 
milliard kronor. In addition, the commercial 
banks held short-term deposits amounting to 
nearly 1 milliard kronor. 

The bulk of the deposit accounts of the savings 
banks and commercial banks are composed of 
relatively small sums of comparable magnitude. 
The savings banks, which should regard it as 
their function to grant their depositors a high 
rate of interest, have a paramount influence on 
the level of interest for deposits. Firstly, it should 
be noted that their share in the total deposits is 
larger than that of the commercial banks, being, 
as above stated, 4.1 as compared with 3.0 mil- 
liard kronor. Secondly, it should be observed that 
the deposits of the commercial banks comprise 
also deposits made by companies, which, though 
comparatively small in number, represent rather 
considerable sums. Hence the share of the com- 
mercial banks in the deposits which are competed 
for is actually less than that above indicated. 
Thirdly, it should be borne in mind that the 
operations of the savings banks are concentrated 
in the populous southern parts of the country, 
where their share of the time deposits, in a very 
marked degree, exceeds that of the commercial 
banks. It cannot be said, however, that the sav- 
ings banks and commercial banks fight one 
another in regard to the rates of interest. In 
fact, the interest rates of the commercial banks, 
as a matter of principle, are fixed uniformly for 
the whole of Sweden, regardless of the compe- 
tition with other financial institutions in certain 
parts of the country. Thus it is not true that 
the commercial banks hold a dominant position in 
regard to the fixing of the interest rates for 
deposits. 

As regards advances, on the other hand, the 
operations of the commercial banks are of quite 
a different character than that of the other finan- 
cial institutions. In principle, the banks make no 


investments of capital and grant no long-term 
credits. The large market for bond loans and 
for long loans against notes to municipalities, or 
against the security of mortgages on real prop- 
erty, is dominated by the insurance institutions 
and by the savings banks. The funds administer- 
ed by these two groups, as shown above, aggre- 
gated at the end of 1937 to 8.0 milliard kronor. 
No less than 90 per cent. of this amount, or 
7.2 milliard kronor, was invested in bond loans, 
municipal loans and mortgage loans. These 


financial institutions are in fact obliged by law. 


to invest their funds in “particularly safe” 
securities of this nature. From the facts just 
mentioned two important conclusions may be 
deduced. 

The first conclusion is that the commercial 
banks, in issuing a bond loan, would not be able 
arbitrarily to fix the rate of interest or other 
conditions for the loan. These conditions must 
necessarily be adjusted to the requirements of 
the big investors of capital, who in such matters 
have an insight based on long experience of in- 
vestment on an extensive scale. This long-term 
interest, determined by the market itself, in turn 
affects other interest rates and thus also the 
rates for the banks’ direct advances. 

The second conclusion is that the extent of 
the various loan markets is determined not by 
the magnitude of the requirements of credit on 
these markets, but on the degree in which monies 
are available in the insurance institutions and 
savings banks, on the one hand, and in the com- 
mercial banks, on the other. An increase in the 
funds of the first-mentioned group is predestined 
to go partly to agriculture (through the savings 
banks), partly to other industries (in the form 
of bond loans), whilst the remaining and largest 
part will be lent to the State and municipalities 
and be invested on the market for mortgages 
on house property. Thus the capacity of the 
commercial banks for supplying industry and 
commerce with credits depends on how far they 
can obtain the necessary deposits, in competition 
with the savings banks and insurance institu- 
tions. ‘ 

In speaking of the grant of bank credits, we 
enter a field where complaints against the banks, 
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at any rate during the last twenty or thirty years, 
have perpetually recurred and have perpetually 
swung over in the reverse direction, with the 
regularity of natural laws. Not only in times of 
trade depression, but also when the economic 
trend is rising, the banks have been blamed for 
undue rigour in the grant of credits, and when 
the boom has passed its culmination, the banks 
are accused of having caused the ensuing crisis 
by a too liberal grant of credits. Shortly after- 
wards the banks will again be urged to extend 
their credits. 

The fact of the matter is that the banks are 
less optimistic in times of prosperity, and less 
pessimistic in times of depression, than the general 
public. It is obvious that the banks must exer- 
cise great caution in valuing the pledges for 
credits, but it is quite as obvious that this caution 
never gives a hundred per cent. security. Apart 
from economic changes due to fluctuations in 
the purchasing value of money, a perpetual re- 
valuation of all values is going on, owing to 
changes in the demand, costs of production, tech- 
nical improvements, trade restrictions in foreign 
countries, etc. The loan business of the banks 
therefore always involves an element of risk. 
The magnitude of this risk can never be objec- 
tively determined, seeing that it is dependent on 
State monetary policy and an uncertain trend in 
various fields. 

In xegard to issues of bond loans, the banks 
can scarcely be accused of much imprudence in 
the valuation of the securities for the loans. Ac- 
cording to an investigation made by the Bank 
Association, the Swedish banks in the course of 
the twenty-five years’ period 1914—1938 issued 
on the public market Swedish industrial loans 
totalling over 2 milliard kronor, and in no case 
have these loans entailed a final loss for the 
bond-holders. On the other hand, there have 
been a few cases where the issuing bank, at its 
own expense, has protected defaulted loans. The 
fact that defaulted loans have not occurred to a 
larger extent is very remarkable, seeing that the 
said period comprises two severe economic crises, 
oné of which, namely the post-war crisis of 1920, 
had far-reaching ruinous effects, owing to the 
immense depreciation of all real values. 
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As regards their own advances, the banks have 
not come off unscathed. So long as the pur- 
chasing value of money has been fairly stable, 
the losses have, however, been kept within moder- 
ate limits. Against such losses nothing can be 
said. On the contrary, we may venture to state 
that a bank which does not incur any risks 
whatsoever, is not fulfilling its function as a 
commercial bank. 

From a national point of view it is of partic- 
ular importance that the banks in times of 
depression should endeavour to keep industrial 
enterprises afloat until better times have arrived 
and an upward trend has set in. There are many 
examples of how Swedish banks in bad years, 
and under some criticism from the general public, 
have granted comparatively large credits to in- 
dustrial companies, which afterwards have not 
only rapidly repaid the credits, but also, by a 
conservative financial policy, have accumulated 
bank holdings larger than their previous indebted- 
ness to the banks. 

We may deduce from the above — a fact 
which is fairly obvious in itself — that the big 
losses of the banks are incurred during a period 
of drastic deflation, such as that which com- 
menced in 1920. In banking, as in other fields, 
erroneous or superficial judgments undoubtedly 
occur. In particular, the bankers may blame 
themselves for having been deluded into regard- 
ing the inflation during the former world war 
as a real expansion, and it is small consolation 
to reflect that they shared this error with most 
of the producers in this country. The consequence 
was that the banks, by the grant of advances on 
the security of shares, bolstered up an artificial 
rise on the stock exchange, and, through the 
medium of “issue companies”, carried on financial 
operations which were never of any lasting value, 
and which, under the pressure of deflation, were 
speedily, and perhaps too rapidly, wound up. It 
should be noted, however, that this inflation, 
which entailed stoppages of work, unemployment 
and, as regards the banks, losses on claims and 
the consequent necessity for taking over the 
financial control of a number of companies, was 
a consequence of the State financial policy, in- 
volving the rapidest possible restoration of the 
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pre-war purchasing value of money. There can 
scarcely be any doubt that the economic trend 
would, in every respect, have run more smoothly, 
if this country had then pursued the more cautious 
monetary policy which was adopted on subsequent 
occasions in various countries. 

It has been pointed out above that where 
Swedish banks have assumed financial control of 
industrial companies, they have done so, not out 
of greed of power, but in order to limit menacing 
losses. This phenomenon, however is not con- 
fined to Sweden, but can be observed in many 
other lands. Everywhere it has been a question 
of finding a middle way between throwing good 
money after bad and the complete winding-up of 
companies in financial straits. New crises have 
subsequently set in, with consequences of a similar 
nature. The fact that the Swedish banks have 
been largely successful in restoring financial 
strength to the companies they had temporarily 
taken over and in realizing their holdings in those 
companies, is too well known to require further 
elaboration here. 


It is quite as well known that during the 
boom of the last few years the financial position 
of Swedish industrial companies has been power- 
fully consolidated. Industrial companies have 
thus greatly reduced their requirements not only 
of capital advanced from outside, but also of 
trade credits. It is largely owing to this abund- 
ance of money in industry that bank deposits 
have increased so rapidly and that the compe- 
tition for advances has become so very keen. 
This last-mentioned fact too is thus obviously 
at variance with the views expressed in some 
quarters on this matter. 

In this analysis we have set forth some fairly 
simple facts, which are well known to many 
among the banks’ wide circle of customers. It 
may therefore be presumed that such views about 
the banks as those mentioned above do not 
represent any widespread opinion, and that the 
general public are realizing in increasing degree 
that the banks are institutions which render valu- 
able services to the national community, and that 
their dominant motive is not greed of gain, 
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THE ECONOMIC SITUATION DURING THE 


EURO are RoE ©) ib 


Stockholm, April, 5th, 1940. 


The General Situation. Expenditure on na- 
tional defence, economic assistance to Finland and 
the impediments to foreign trade are subjecting 
Sweden’s national economy to a severe strain. 
The sums voted since the beginning of the pres- 
ent war for supplies of war material and for 
fortification purposes alone amount to about 700 
million kronor. Even if, in certain respects, 
immediate requirements in regard to such military 
preparations may, as is expected, soon be met, 
measures for the strengthening of the national 
defence will nevertheless proceed with great 
intensity. To this expenditure we must add the 
direct and indirect costs to the State and private 
individuals of the calling up of conscripts for 
special training. The assistance already given by 
Sweden to Finland in the form of gifts and credits 
was estimated some time ago at approximately 
400 million kronor, and this relief action will 
be continued, especially with a view to the restora- 
tion of Finland. The increase in freight rates 
entailed by the commercial war, in conjunction 
with other factors, has resulted in a rise of import 
prices by more than 50 per cent. on an average 
for the period August 1939 to February 1940, 
and, in view of the increased import requirements, 
this rise is affecting an unusually large quantum 
of goods. Swedish economic policy is thus con- 
fronted with the closely interconnected problems, 
how State expenditure is to be financed, how 


_ the internal value of the Swedish currency can 


‘ 


be preserved, and how a balance can be main- 
tained between payments to and from foreign 
countries. 

The policy of the Swedish Government in 
regard to the covering of extraordinary State 
expenditure has been concisely defined in the 


1940 


formula: half by direct and indirect taxation, and 
half by borrowing. The loans raised for this pur- 
pose are in the nature of saving bonds, premium 
bonds and a sinking-fund loan. Saving bonds 
were introduced in Sweden in December 19309. 
They are repayable after the lapse of six years 
at their face value plus 25 per cent. which is 
tantamount to an accumulated interest of 3.79 
per cent. A premium bond loan of 150 million 
kronor was raised in January 1940, with prizes 
equivalent in total value to an average interest 
charge of about 3.74 per cent. In February a 
4'/, per cent. Government sinking-fund loan of 
100 million kronor, with a life of 35 years, was 
sold at an issue price of 99 per cent., correspond- 
ing to a yield of about 4.63 per cent. In addition, 
for technical reasons connected with the supply 
of foreign exchange, an agreement for a long- 
term loan of 15 million dollars has been concluded 
with the United States. On the other hand, a 
previous loan, of which 131 million kronor was 
outstanding, was repaid at the end of 1939. Mea- 
sures for retrenching the regular expenditure of 
the State and municipalities, and thus also reduc- 
ing their loan requirements, have hitherto been 
taken only on a minor scale. 

On the other hand, the reduction of the general 
standard of living was recognized at an early 
stage to be absolutely necessary, as this is the 
only possible solution of the problem of avoiding 
an inflationary price advance. The factors which 
have been operating in this direction are (1) the 
increases in direct and indirect taxation, (2) the 
expenditure on the special training of conscripts 
and other measures of defence, (3) the collections 
for the relief of Finland, and (4) the rise in 
the prices of imported goods. A measure in the 
above indicated sense, the chief purpose of which 
is to economize the foreign exchange reserves, is 
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the recent issue of an extensive list of import 
prohibitions, being mainly luxuries and other 
goods considered to be superfluous, in conjunc- 
tion with the introduction of a card rationing 
system for tea and coffee. It should be noted 
that, in accordance with the present wage agree- 
ments between employers and workers, the 
increase in the cost of living, as shown by ihe 
official index, is to be compensated to the extent 
of about 75 per cent. The more rational proposal 
of basing such compensation on a special index 
in which the effects of increases in taxation and 
of rises in the prices of imported goods have, 
as far as possible, been eliminated, has been 
brought up from several quarters for renewed 
consideration. Furthermore, in order to avoid 
inflation, it is considered to be of special im- 
portance that the prices of agricultural produce 
should not be allowed to rise above the level 
warranted by the costs of production or by a 
desirable stimulation of production. 

The considerations adduced above in fact form 
part of the Riksbank programme of monetary 
policy, the leading aim of which is stated to be 
the greatest possible stability in the level. of 
prices, though with some latitude for a rise of 
prices conducing to stimulate production. An 
indication that it may be possible to attain such 
stability is the fact that the Riksbank index for 
consumption prices (with the deduction of in- 
direct taxes), which for the period August 1939 
—March 1940 had risen by 7.3 per cent., in the 
course of the last month had increased merely by 
0.8 per cent. In this connexion it is interesting 
to observe that the note circulation, which on the 
outbreak of the war between the Great Powers 
and of the Russo-Finnish war had increased, on 
both occasions, by roughly 150 million kronor, 
has subsequently shown, apart from seasonal 
fluctuations, a slightly falling tendency. 

During the first six months of the war, from 
September 1939 to February 1940, Swedish for- 
eign trade showed an import surplus of no less 
than 445 million kronor, as compared with 174 
million kronor during the same period a year 
previously. In addition to the previously men- 
tioned reasons for this increase, namely larger 
import requirements and a marked rise in the 


prices of imported goods, a factor which has 
apparently contributed to this tendency, is that 
the ice barrier, owing to the exceptionally cold 
winter, has impeded exports to a greater extent 
than the imports. 


Imports Exports erie 
Million kronor 
Jant—Pebs! 193'Gnte que 208 163 45 
> Sek EOSOw aes 248 196 52 
> 3 TOG Man ccc & 276 238 38 
> Ru, TORS ea =e 306 279 27 
Te sek Bowens 337 274 63 
> 3 ALOK age = a 425 284 141 


The Riksbank gold and foreign exchange re- 
serves have been reduced from approximately 
2.04 milliard kronor at the end of August 1939 
to about 1.59 milliard kronor at the end of that 
year and approximately 1.37 milliard kronor at 
the end of March 1940. The net holdings of the 
Swedish commercial banks in foreign countries 
increased by about 92 million kronor from 
August 1939 to February 1940, inclusive. In 
addition to the import surplus, the factors which 
have contributed to this decrease in the gold and 
exchange reserves are (1) the cash payment of 
imported goods, which has now become a custom- 
ary procedure, (2) the fact that Sweden has 
covered foreign exchange requirements also for 
the account of Finland, and (3) the withdrawal 
of foreign balances. On the other hand, it should 
be noted that the stocks of certain important 
goods have been increased. 

The gold and foreign exchange reserves are 
nevertheless very considerable: not only do they 
correspond to a more than 100 per cent. cover 
for the note circulation, but they also constitute 
a very large national reserve, even for times of 
peace. In the present situation, however, it has 
been found necessary to place transactions in 
foreign exchange under State control and, as 
above mentioned, to restrict the importation of 
superfluous goods. These measures took effect 
on the 26th February and the 27th March respec- 
tively. The last-mentioned regulations comprise 
some 200 items in the customs tariff, being goods 
the importation of which in 1938 amounted to a 
value of approximately 150 million kronor, or 
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Board of Trade Price Index. Millions of Axle- Kilometers travelled by Loaded 
| (1935 = 100). Goods Trucks on the State Railways. 
210 CC IO Or Import Goods : 


3 2 See Export Goods 
100 


Cost of Living Index. 
(1914 = 100) 


Share Index. 
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Federation of Industries Production Index. Share Index. 
(1935 = 100) Banks 
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| In the three diagrams in the upper right hand column the dotted line denotes original figures and the whole line current 
4! 12-month averages. 
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merely about 7.5 per cent. of the total value of 
the imports in that year. It should moreover be 
noted that these import prohibitions are not 
intended to be total. For these reasons, it can 
scarcely be expected, that the saving of foreign 
exchange which this measure may entail will be 
very large. 

It should be observed, however, that the econo- 
mic trend of recent months represents a period 
in which Sweden’s foreign trade normally shows 
an import surplus, and in which this normal 
tendency has been aggravated, in the way indicated 
above, by the exceptionally severe winter. At 
the approach of the shipping season for wood 
goods and pulp, the market prospects for those 
goods are considered to be rather favourable, 
apart from disturbances caused by the com- 
cercial war between the Great Powers. The 
home-market industries are still working at full 
pressure, which is partly due to Government 
orders. In certain industries work is being 
carried on in three shifts. In some parts of 
the country there has actually been a shortage 
of labour in certain trades, owing to the calling- 
up of conscripts for special training. The chief 
exception from this general activity in industry 
is the languishing building trade. 

The circulation of money has also been remark- 
ably brisk. For the past quarter the business 
activity index of Skandinaviska Banken, which 
shows the value of the clearing of commercial 
paper, was 142.6 (1929 — 100), being thus very 
nearly as high as the peak figure 142.7 for the 
last quarter of 1939. 

During the past quarter the rising tendency in 
the level of interest has manifested itself in 
various ways. The Riksbank rate for redis- 
counted bills was raised on the 19th March to 
the level of the “official” discount rate, namely 
3 per cent. Towards the end of the quarter a 
number of large savings banks raised the interest 
on deposits to 3%/, per cent., in view of the 
relatively high level of interest on the bond 
market which had been maintained since the be- 
ginning of the year. 


The Stock and Bond Markets. During the past 
quarter dealings in shares on the Stockholm 
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bourse have been on a minor scale, being barely 
more than one-third of the total transactions 
during the same period in 1938. As will be seen 
from the appended table, share prices, broadly 
speaking, showed a falling tendency till the 
early part of March, when the prospects of peace 
in Finland and the favourable impression made 
by the directors’ reports of leading companies 
led to a considerable rise on the Stock Exchange. 
An examination of the directors’ reports of 60 
industrial companies whose shares are listed on 
the stock exchange shows that the dividends for 
1939 are, generally speaking, the same as for 
the preceding year, and that in the exceptional 
cases where there has been any change, they are 
mostly higher. As regards the home industries 
the profits shown are somewhat larger than in 
the preceding year almost all along the line, 
whilst, with a few striking exceptions, the profits 
of the exporting companies have been slightly 
reduced. 

In the following table approximate figures are 
given for the yield (in percentage) corresponding 
to the market value of representative Swedish 
bond loans during the last few months. 


Num- 
ber of 


291379) 1940 
I I I 2 bg 16 / pasa 
Swedish Government. loans 5/q ™3/z0 74/12 2/z *9/x 5/2 5/3 7/4 
3 % 1934-. Conv. 1944 1 3.44 3-52 3.59 4.10 4.07 4.04 4.10 4.15 
3% 1937-97. Conv. 1947 I 3.49 3-58 3.67 4.15 4.20 4.12 4.19 4.20 
Mortgage Banks. : 


3 % Conv. 1944—47 . . 4 
Repayment 1999-2009, 
at latest. 


3.50 3-61 3.76 4.17 4.r5 4.13 4.15 4.15 


Municipalities. 

3, 3°/4 and 4 % Conv. 
1943—46 
Repayment 1956-1966, 

at latest. 


3.67 3-85 4.00 4.64 4.64 4.61 4.59 4.61 


Industrial Companies. 

3/4 % 1937-57- Conv.1947 3 
3°/2 % 1937-62. » 1947 I 
4% 1935-55. » 1945 I 


4uar 4.49 4.72 5.3 5.02 6.04 5.98 5.76 
4.05 4.27 4.44 5.02 5.69 5.x S.4r 5.48 
4.04 4.46 4.61 5.6: 5.61 5.62 5.48 5.61 

During the. greater part of the quarter the 
market has shown a firm tendency, whilst dealings 
in bonds have been merely on a small scale. 

In December 1939 the market was to some 
extent affected by sale orders from foreign 
countries. Concurrently with the abolition, at 
the beginning of this year, of the minimum prices 


a ee 


all 
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1936 {1937/1938 1939 | 1940 

a ee > f | | ry jo 
BIFIFIFIZ(E|Ele |] 2] 2 E17 |e] Fire 
Share Index. 
Mlomepndnstries . . 2... 1 1 ee 138 || 157), 158] 175 | 177 | 188 187 | 186 | 187} 161 160 154] 145 | 136| 149 | 152 
imemandustrics 5. 2 et 134 || 186]) 172 171 | 165 174 | 169| 170| 167| 140 143| 137|| 130 | 130 | 153 | 149 
Of which 

Gringesberg Company ...... 78 || 177|| 219] 191 | 169 | 186] 178 | 183 | 173) 145) 152) 145) 131) 128 167 | 154 
Exporting engineering industries . .| 167 |/ 223] 196) 195 | 188) 194] 188} 188 | 178| 149 148, 146} 133 131 | 162] 157 
Other, including iron and steelind.. .| 148 | 196/173) 181 | 174] 185 | 182 | 183 | 183 | 153) 154, 149) 138 134 | 161 | 154 
Wood-goods and pulp-ind. . | 108 {1146} 131|| 124 | 119] 128] 127 | 127| 125] 107] 110 104) 104 | 1c6 | 116} 116 
Combined wood and iron ind. . | 143 | 186] 176] 200 | 208 | 210} 209 | 210 | 222, 181) 194) 177) 184 | 192 208 | 206 
nos) | 168 || 189|| r91|| 192 | 181 | 188 | 183 | 184] 177] 149] 154] 149] 143 | 144| 153| 149 
Note. Where not otherwise stated, the figures are for the middle of the month. * For the period October—November 


1939 the figures refer in part to minimum prices, and for December mainly so. 


no longer in force. 


for shares and bonds, the members of the Stock 
Exchange agreed temporarily to suspend sales 
for foreign account. In the middle of January 
these sales were resumed, but only within the 
limits of a quota fixed from day to day by the 
Riksbank. Sales of shares and bonds for foreign 
account are now controlled in accordance with 
the previously mentioned foreign exchange regula- 
tions. 

The principal bond loans issued during the 
first quarter of 1940 are tabulated below: —. 


Interest Face 
Issued by tate in value in 
% kronor 


Swedish Government (premium 
bond loan) 


Swedish Government. .... 4"/4 
The Swedish Cities’ Mortgage 
Danke sieges. ks A/a 
The Mortgage Bank of Stock- 
Holm, plutei @ 3). 4*/2 
City, of Stockholm. . : . . . 43/4 
ey Gothkenburges + 43/4 


* Beeing sold privately. 


From January 2nd the minimum prices are 


Issue 
price 


150,000,000 Kr. 50 each. 


1(10,000,000 


20,000,000 


§,325,000 


99 % 
98"/2 % 


100 % 
99'/2 % 
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Some Statistical Data Concerning 
Currency Reserve, Stock of Gold, Note Circulation. 
Net Claims of Banks on Foreign Countries The Riksbank’s 
pion se ayer Stock of Gold and 
(End of month) Stock of Gold1 Seek ee on yi Note Circulation 
— "712 oreign un es ae 
Riksbank’ | Commercial banks Total (million kr.) (niliion kz) (million kr.) 
1938 | 1939 | 1940 | 1938 | 1939 | 1940 | 1938| 1939 | 1940 1938 | 1939 1940 | 1938 | 1939 | 1940 | 1938 | 1939| 1940 
] 
Tan... . . « «|| 972.) 695 | 406 |— 55] —15|+ 72] 917 | 680 | 478 | 948) 1363 | 1084| 1920] 2058] 1490] 880] 953 | 1330 
Hebes any noes 21 | 675 | 485 |— 38} —19|+ 80) 883 | 656 | 565 | 981) 1364| g16| 1902] 2039] 1401| 870] 943) 1298 
March . . || 866 | 660 — Ig) —21 847 | 639 1013 | 1367| 727 | 1879 | 2027] 1232| 898| 973 | 1303 
I (Average) || 920 | 677 — 37|/ —18 882 | 658 981 | 1365| 909| 1901 | 2041 | 1374| 883] 956| 1310 
April eiee ao 851 | 618 — 24| —39 827 | 579 IOII | 1397 1862 | 2015 8 | 994 
May 5 Mose: te 827 | 593 — 29) —5o 799 | 543 1060 | 1419 1887 | 2012 83) 965 
fineGo eee: 814 | 583 — 39| —21 775 | 502 1088 | 1425 ie 2008 922| 997 
| If (Average) || 831 | 598 — 31| —37 800 | 561 1053 | 1414 1884 | 2012 904) 985 
uly ra: 803 | 563 — 22| —17 781 | 546 1096 | 1434 1899 | 1997 907| 987 
Attps aise pmey eae 1797 | 549 28) —12 769 | 537 1112 | 1488 1909 | 2037 919 | 1017 
Sept rh an wie 923 | 476 —201| —42 721 | 434 1240 | 1499 2163 | 1974 976 | 1189 
III (Average) || 841 | 529 |— 84) —24 757 | 500 1149 | 1474 1990 | 2003 934 | 1064 
|| Octal Rie Raden 3 819 | 421 |—130| — 3 689 | 418 1299 | 1396 2118 | 1817 9gI | 1192 
RGN crys cee es 0s 784 | 386 |— 89) +11 695 | 397 1327 | 1398 2111 | 1784 953 | 1190 
Deennoveee Wace |p Bxehi — 40] +47 711 | 348 1332 | 1293 2083 | 1594 1008 | 1356 
IV (Average) || 785 | 369 |— 87] +18 698 | 387 1319 | 1362 2104 | 1712 984 | 1246 
The figures comprise balances with foreign customers 
Notes and holdings of foreign bills and foreign bonds less At end of month. Monthly averages 
amounts due to foreign customers. 


* Revised figures. The Riksbank holding of gold is given at its market value, other items at their book values. 


Rates of Exchange. 


Nominal Quotations of the Commercial Banks (Monthly Averages) 


* Up to June 28th 1937, inclusive. — ? From May 


5th, inclusive. 


i London New York Paris Berlin 
| Kr, for & 1 Kr. for $ 1 Kr. for 100 francs Kr. for 100 Rmk 
= wees 
1938 | 1939 | 1940 | 1938 | 1939 | 1940 | 1938 | 1939 | 194¢ | 1938 | 1939 | 1940 
i 
Jan... . . . 2 |) 19:q05)) 19.427 |) TOiggo | 3.885 4.166 4.200 | 13.085 | 11.056 | 9.604 | 156.948] 167.530) 169.000 
| Feb. | 19.411 | 19.422 | 16.950 3.872 4.149 4.200 | 12.810 | II.o50 | 9.608 | 157.008) 167.010) 169.000 
| March . || 19.420 | 19.421 | 16.950 | 3.900 | 4.149 | 4.200 | 12.315 | 11.050 | 9.134 | 157-294] 166.846] 160.000 
I (Average) | 19.412 | 19.423 | 16.950 | 3.886 4155 4.200 | 12.737 | 11.052 | 9.449 | 157.083] 167.129] 169.000 
Fbobul ar ere seat || 19.410 | 19.414 3.903 4.152 12,200 | II.o50 157.261) 166.898 
May commence | 19.403 | 19.420 3.909 4.151 711.034 | 11.050 157-432] 167.156) 
I UNG aie sete es || 19.400 | 19.428 3.917 4.153 | II.coo | II.o50 158.114, 167.000) 
II (Average) || 19.404 | 19.421 3.910 4.152 1.411 | IL.o50 157.602| 167.018) 
eth aaa ye Sere | 19.403 | 19.417 3.939 4.151 10.987, | Il.oso 158.683} 167.000 
AES Be etry as nic | 19.401 | 19.241 3.978 4.157 | 10.980 | 10.970 159.861) 167.111) 
SEphs gest wv, ela || 19.401 16.985 4.047 4.200 II.000 9-744 101.990 168.500) 
Ill (Average) | 19.402 18.548 3.988 4.169 | 10.989 | 10.588 160.178] 167.537 
Octane comes is. | 19.419 | 16.950 4.079 | 4.200 | 10.962 | 9.738 163.750] 168.692 
IN OVv te lee) aie | 19.418 | 16.610 4.128 4.200 “10.950 | 9.519 165.769) 169.000 
Dec. exes | 19.425 | 16,688 4.163 4.200 } 11.036 | 9.517 167.450] 169.000 
IV (Average) | 19.421 | 16.749 4.123 4-200 10.983 | 9.591 165.656] 168.397) 
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Sweden’s Economic Position. 


Commercial Banks, Stock Exchange. 


Commercial banks Share Index Sharessold 
; Advances Surplus of on the Stockholm 
ee ee incl. bills rediscoun- Advances Home Industries | Other Industries | Stock Exchange 
(million kr.) ted (million kr.) (million kr.) (1000 kr.) 
1938 | 1939 | 1940 | 1938 | 1939| 1940] 1938 | 1939 | 1940] 1938 | 1939 | 1940 | 1938 | 1939 | 1940 | 1938 | 1939 | 1940 
3823 | 4145 | 4334 | 3974 | 4223 | 4831 151 | 78 | 497 || 198 | 175 | 149 | 172 | 171 | 130 | 1357| 1034] 2 
4 ee 4231 | 4012 | 4265 | 4897| 199 | 96 666 160 | 175 | 136 | 172 | 170 | 130 oe $35 a 
3868 | 4260 4058 | 4327 190 | 67 155 | 180 | 149 | 167 | 176 | 153 | 1063] 997] 684 
3838 | 4191 4015 | 4272 177 | 8 158 | 177 | 143 | 170 | 172 | 138 |1115| 968] 385 
3844 | 4217 4095 | 4375 } | 251 | 158 152 | 177 161 | 165 950) 814 
3832 | 4190 4133 | 4414 301 | 224 157 | 182 164 | 170 559| 782 
3832 | 4242 4140 | 4450 308 | 208 155 | 188 153 | 174 768 | 1509 
3836 | 4216 4123 | 4413 287 | 197 155 | 182 159 | 170 759 | 1035 | 
3938 | 4367 4135 | 4437 197 | 70 160 | 187 166 | 169 869| 376 | 
4009 | 4447 4172 | 4535 163 | 88 161 | 186 168 | 170 585| 732 
4059 | 4488 4237 | 4742 178 | 254 161 | 187 | 168 | 167 1405 | 994 
4002 | 4434 4181 | 4571 179 | 137 161 | 187 167 | 169 953| 701 
4094 | 444 4217 | 4791 123 | 347 166 | 160 171 | 140 1138) 581 | 
4008 | 429 4261 | 4850 253 | 554 171 | 160 W743 822] 286 | 
4O4I | 4232 4254 | 4873 213 | O41 173 | 154 174 | 137 650) 76 
IV (Average) || 4048 | 4324 4244 | 4838 196 | 514 170 | 158 174 | 140 870| 314 
Deposits from and loans to the | Cashin hand, credit ; Averages per 
Notes pablic within the country (at the betences on chee Ce Sey gente pte ey ei ck Teekones 
end of the respective month) Rikshank ete. BS eda business day | 
Rates of Interest and Price Level. 
Yield of Bonds Wholesale Price Index (Board of Trade) Cost of Living 
(%) (1935 = 100) Index 
| (July 1914 = 100) 
Govt. Loans | Industrial Loans | Import Goods Export Goods All Goods 
1938 | 1939 | 1940 | 1938 | 1939 | 1940] 1938 1939 | 1940 | 1938 | 1939 | 1940 | 1938 | 1939 | 1940 | 1938 | 1939 | 1940 
Jan. 2.75 | 2.39| 4.07| 2.97] 2.79] 5.92|| 116 | 108 | 166 | 135 | 111 | 140 | 114 | 110 | 136 |] 165 | 167 | 178 
WED. fein es ‘s 2.25 | 2.34| 4.04| 2.97| 2.78] 6.04|| 114 | 108 | 168 | 130 | 111 | 147 | 113 | 109 | 138] - : : 
| March ... .|| 2.27/ 2.22| 4.10] 2.91] 2.78 5.98|| 112 | 108 127 eras 112 | 109 ° 
I (Average) || 2.42 | 2.32 | 4.07] 2.95] 2.78| 5.98] 114 | 108 | 131 | 111 113 | 109 
Grey ace « ZAS)| 2e6 3.00] 2.977 111 | 108 124 | 111 III | 109 165 | 168 | 186 
May Fars ders « 2.33) 2:53 2.98 | 2.77 110 | 109 117 | 110 110 | 109 : : 
Wane ken sacks © 2.18 | 2.57 2.89 | 2.77 108 | 110 116 | 113 110 | 109 
Il (Average) || 2.33 | 2.55 2.96 | 2.77 110 | 109 119 | 111 110 | 109 
ie Saas ae 2.22] 2.92 2.88 | 2.78 109 | 109 116 | 114 110 | 110 166 | 169 
Ae an 2.25) 2.76 2.88 | 2.93 10g | 110 115 | 114 Ilo | 111 : : 
Peps er. 2.15 | 3.44 2.86 | 4.21 109 | 139 115 | 118 109 | 118 
Ill (Average) || 2.21 | 3.04 2.87) 3.31 109 | 119 115 | 115 Ilo | 3113 
PIBG Gctie sree 2.31 | 3.52 2.95| 4.49 110 | 150 IG. | 127 110 | 124 167 | 171 
OMe! we sicihs. * 2.25 | 3.69 2.83 | 4.72 110 | 153 TUG | 130 110 | 128 : . 
| Ne 2.43| 4.10 2.82 | 5.31 109 | 161 113 | 135 110 | 132 
IV (Average) || 2.33 2.37 | 110 | 155 | __ 114 | 131 110 | 128 
ates Calculated on market prices at Refers to end 
middle of months of quarters 


supply of work 
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Trade and Industry. 
Exports in million kr. 
Total Imports Total Exports Chemicel products per 
cae om Minerals and 7, é Hides, ski 
(million kr.) | (million kr.) |, Animal and.,| “metals and. nd rues Bale) rubber, textiles, 
OE: thereof debe fom Sixers: tures thereof 
1938 | 1939 | 1940 | 1938 | 1939 1940 | 1938 | 1939 | 1940 | 1938 | 1939 | 1940 | 1938 | 1939 | 1940 | 1938 | 1939 | 1940 | 
- ~ 
Jan... . a « «|| 159 | 174 | 258} 145°) 149 | 169 || 16.6) TE.5 | “Oso! | 43.91) 39.2) 30:91) 3-3.) 4-3 10:8.) 0-40 a Oe 
Feb: awe ie 147 | 163 | 167 || 134 | 125 | 115 || 17.1] 13.9] 9.5 | 46.7] 44.2| 29.7] 4.1 | 4.8] 4.9 | 65] 6.9 | 8.4 ; 
March a8 173 | 191 133 | 139 13.3] 12.4 52.6| 49.3 BN G6 5.2} 5-9 | 
I (Average) || 160 | 176 137 | 138 15.7| 12.6 47.7 | 44-2 3-7 | 4.9 6.0 | 6.8 
Apr gon eure 167 | 201 157, 152 11.7] 11.3 53-6| 50.7 Sr | Az 4:5 hee 
May 2. St retu 167 | 208 | 159 | 166 10.5 | 10.8 54.6] 53.8 4.3 | 5.8 4.6 | 4.7 
(june cee iat 155 | 202 150 | 178 11.2] 12.2 50.3 | 53.9 3.6 | 4.6 291 As : 
Il (Average) || 163 | 204 155 | 165 11.1] 11.4 52.8 | 52.8 4:3. | 5.0 41 | 4.8 
uly ues 160 | 204 156 | 160 12.3)) 12.8 50.3 | 50.0 4.0 | 4.7 3.7 | 4.6 
Nites ain ty ye 173 | 217 150 | 185 12.0 134 48.9] 55.6 4.2 | 4.6 4.4 | 5.2 
Sept: samc 178 | 179 HG TE 12.1 a5 49.8 | 36.4 4.9 | 3.8 5.3 | 28 i 
III (Average) || 170 | 200 | 153 | 159 12.1 | 11.6 49.7 | 47-3 4.4 | 4.4 AB idee 
Oct beer Mne 199 | 219 | 161 | 160 11.8) 4.5 48.2 | 47.0 §-3.| 4.3 Bip | Zen 
NOVs a) seal dike 198 | 274 ' 172 | 180 10.8] 12.9 50.1} 54.3 Ba §.3 5.4 | 5-3 
DEC Pee ee an 190 | 258 167 | 155 SiS bee" cede 44.7 | 42.3 4.r | §.6 5.6 | 5.0 | 
__IV (Average) || 196 | 250 | 167 | 165 11.2| 8.8 47-7 | 47-9 4.6 | 5.1 5.6 | 4.3 
Notes | 
| 
Exports in million kr. Teak atone 
| r duction Supply of Indust- ines ceact Unemployment in 
ae C: soerboeed | Machinery, according to Feder. a pies loaded Trucks Trete 
and paper, and means OF ene of Swed. Industries] Index numbers | 9) ciate Railways (%) 
acct stare instruments, etc. (1935 = 100) 
me “ | SS 
1938 | 1939 | 1940 | 1938 | 1939 | 1940 | 1938 | 1939 | 1940] 1938 | 1939 | 1940 || 1938 | 1939 | 1940 | 1938 | 1939 | 1940 
APN Cereal thats ol lels7acel |: ees bees 17.9| 33.7] 30.6] 120 | 118 | 129 | 41.1 | 40.1] 66.6] 15.6] 14.7] 14.0 
Rebs. - Gyo ay caus 33.9] 29.5| 36.5 | 25.8] 25.3] 25.9]] 120 | 120 | 128 42.5 | 42.1 14.5} 13.0 
March . . .".'|| 32.61) 30:6 26.0} 34.7 11g | 122 . . 47.9| 48.9 12.9| 11.6 
I (Average) || 41.2 | 37.5 23.2 | 31.2 120 | 120 3-45 | 3.66 43-8 | 43-7 14.3 | 13.1 
April! tens Nines 52.7| 48.0 29.3 | 31.9 11Q | 123 : : 43.7| 46.1 10.7] 9.0 
May Pa nate 98:3 2.1 26.3 | 29.4 118 | 123 45.2 413 8.4| 6.3 
UNG le 6: ayn reel | eH 21.7 | 30.3 116 | 125 : : 41.1} 48.5 8.5| 5.6 
Il (Average) || 57.0 | 60.9 25.8 | 30.5 118 | 124 3.51 | 3.92 43-3 | 47-5 9.2| 7.0 
Joly tociees eee ae 57.2 | 65.2 28.6 | 22.8 TS | 225 : . 44.8 | 49.1 a1 a aes 
Aug. | $8.9] 77.1 22.0] 28.9 114 | 126 45.9 | $2.6 7.2 9 
Septiveas. 2.4. | 56.5] 56.2 25.6) 23.1 114 | 124 : : 48.8 | 61.1 78 3 
Ill (Average) | 57.5 | 66.2 25.4| 24.9 114 | 125 3-53 | 3-96 46.5 | 54.3 7:3| 5-3 
OCW a tet aa 75.6 26.5 | 25.8 115 | 126 + | 3.78 47.2 | 62.4 9.0} 8.0 
NoVeesos fs. y | 68.1 | 79.7 33:3 | 23.0 IX 127 3.78 44.9 | 61.4 II.2| 10.4 
DECI Ger Ae | 739 68.6 27.8) 24.5 116 | 128 + | 3.97 41.9 | 66.3 17.8] 15.2 
IV (Average) | 68.4 | 74.6 29.2 | 24.4 116 | 127 3-63 | 3.78 44.7| 63.4 12.7 | 11.2 
The figure 3 Te ; 
Seasonal change Million kilom. |% of total mem 
pe | removed dengtes normal per month at end of month 
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=| NOMUNVA VUASIAVNIGNVUS 


Not quoted on the Stock 
Exchange. 


A; B. Borors (War Material) 3*/4 % 1937 


REDERI A.-B. SVENSKA LLoYD 


(Shipping). . . 6%/2 % 1920 conv. 
SVENSKA TANDSTICKS A.-B, 
(Matches)... . . 5 #1931 


TELEFON A.-B. L. M. Erics- 
son (Telephones), Regist- 
ered certificates. . . . . 5%/a> 1931 
INTERNATIONAL MATCH 
REALIZATION COMPANY, 
Voting Trust Certificates 
A.-B. KREUGER& TOLL, Bea- 
ter Certificates of Deposit 5 


> 1929 


Quotations of Swedish Bonds (Contd.). — 


Kursnotierungen fiir schwedische Obligationen (Fortsetzung). 
In percentage; ex interest. — Jn %, exclusive Zinsen. 


Terms of Redemption | Approximate Prices (bid) 
Tilgungsmodalitaten Redeemable| [terest | Approx. Notierungen (Geld) 
p = Drawings p — Purchase | in Whole | Dates “J La 
~ Auslosung — Riickkauf : Zins- 1940 
_ Perpetual Loan Konvertibel | py nine x 
~ Staatsrente * Bx NM iSifematitifan fa |, “8/4 
194I1—1957 D 5/5 1947 |'5/s—*5/rx| 85 | 82 | 82 | 84 | — 
1928—1942 D *5/s—15/9 1100 |I00 {100 j100 _ 
1936—1956 D 2/, 1941 | 2/2—*/,| 80 | 85 | 80 | 87 81 
1941—1951 D 1936 (Slee fea) 73; | TS PP ee 
$24 | $25 | $25 | — — 
2"/2 3/4) 3*/2 4/4 47/2 


An der Bérse nicht einge- 


Sihrt. 
A. B. Borors (Kriegs- 
material) . . . +» « 3°/4 %1937 
REDERI A.-B. SVENSKA LLOYD 
(Reederei) . . . 6/2 % 1920 konv. 
Svenska TANDSTICKsS A.-B. 
(Ziindhilser). . . . «5 %1931 


TELEFON A.-B. L. M. ErRIcs- 
son (Fernsprecher), Schuld- 
verschreibungen - 5/2 

INTERNATIONAL MATCH REA- 
LIZATION CoMPANY, Voting 
Trust Zertifikate .... 

A.-B. KreucGer & ToLL, /n- 
haber-sertifikate ... 5 


> 1931 


» 1929) 


* The company has the right to redeem the loan in 1939 at 102 %, in 1940 at 101%, in 1941 and thereafter at 100 %. — Die Gesellschaft ist berechtigt, die 
Anleine im Fahre 1979 % 102 %, 1940 su ror % und in folgenden Fahren su 100 % einsulisen. — * Ex dividend. — Ex Dividende. 


* Amortization-dates underlined. — Tilgungstermine unterstrichen. 


Quotations of Foreign Bonds. — Kursnotierungen fiir auslindische Obligationen. 


- In percentage; ex interest. — Ju %, exclusive Zinsen. 


Terms of Redemption 

| Tilgungsmodalitaten 

Des Drawings 

~ Auslosung 

Pe Purchase 
 Rickkauf 

Rees Perpetual Loan 
~ Staatsrente 


Prices (bid) 


Interest Notierungen (Geld) 
Redeemable} Dates 
in Whole gi if : y 
ins- 
Konvertibel | termine 1940 
>» 
| ai, 39/5 27/2 29/5 13/4 


{ 1941—46 ; 


SKANDINAVISKA BANKEN 


VK LTE ROA G 


Statement of Condition March, 30th, rogo 


ASSETS: 


Cash in hand - §7-648.532: 
Bills: 

Swedish Kr. 325.314.965: 79 

Foreign 5:648.959:66 5, 370.963.925: 

Loans (secured) . 450.968.091: 

Current Account (secured) 108.539.909: 

Swedish Banks and Savings Banks 17.595-620: 

Foreign Banks 355-359-032: 

Sundry Accounts 12.845.399: 

61.978.887: 

158.140.712: 

16.911.056: 

Kr, 1.256.951.767: 


LEA BILE TES: 


Bills at sight in circulation (»postremiss» bills) +) 16-009.050: 
Deposits: 

at sight Kr. 245.588.737: 15 

at notice 752-924-459: 56 » 978.513.1096: 
Swedish Banks 25.759.1 51: 
Swedish Savings Banks 13-307.025;: 
Foreign Banks 17.914.654: 
‘Sundry Accounts 46.455-699: 
Share Capital . 87.188.000: — 
Reserve Funds 74.812.000:— 5 | .163.000.000: 


Kr. 1.256.951.767: 


Inside the Circle: 


Private Telephone Lines of the 
Skandinaviska Banken. 


Outside the Circle: 


Direct Telephonic Connections with 
Foreign Countries. 


